 DOCUMENT RESOME

2D 139 574 - S o RC 009 908

2 b

- AUTHOR . Kirshner, Edward M.; And Others -~ '~ :
;i TITLE - . A Rural New Town ‘for.the West Side of the San Joaquin
o ‘ Valley. .. : :

S INSTITUTION ' Center for Rural Studiess,  San Prancisco, Calif.

7. ySPONS AGENCY New York Community Trust, N.Y.; West Side Planning

G ‘ ~ Group, Presno, Calif.

# . pPUB-DATE . 1 Jul 75 :

£ NOTE - ' 88p. ‘ . S

" AVAILABLE FROM National Land for 'People Foundation, 1759 Pulton, .
S Room 11, Presno, California 93721 ($3.00)

. EDRS PRICE. MFP-$0.83 HC-$4.67 Plus Postage. ,
'DESCRIPTORS - Change Strategies; Community Control; Community .
' . Development; *Community Planning; Decentralizatiosny; -
*Economic Factors; Estimated Costs; Financial v
~ - Support; lLand Use; Local Government; Migrant Workers;
" %Planned Community; Private Financial Support; *Rural
Development; *Rurfal Economics; *Site Development;
; : _ State Federal Aid; Taxes B ,
, " 'IDENTIFIERS *San Joaquin Valley

ABSTRACT °

, . Thére are three major phases in. the procesé of

community development projected for the.San Joaquin Valley's west

side. The first phage involves agricultural experiments using

‘different kinds of crops, agricultural techniques, and ownership

arrangements. Beginning when enough people have returned to the land

to create a demand for an expanded town, the second phase involvas a

_population of up to 20,000 living and working on several tens of

_ thousands of acres of land. The thizd phase invovles .the overall

* regional development of the west side. Focusing on strategies for the
second phase, this paper set out a long-term strategy for rural
economic development; outlines a program for providing back-up
services and the necessary ¢ommunity-building on the west side and
discusses how rural communities might be organized and financed, what
services they can provide, and what benefits might accrue .from the
development process. Discussed are the: economic¢ considerations
affecting west side development; preséat agricultural strategies of

. the’planning groups; prerequisites for new town development with land
reform; basic effect of land reform; land financing effects; estimate.
of expanded town development costs; economics of profit and nonprofit

" new town development; financing the rural mew town; community/local
.government partnership for the town; and transition phases--from

" Huron to the 'rural new town. (NQ) ‘
: _ .

2 —
T -

¢ 2
. ¢

, ' .. '

Documents acquired by ERIC include many informal unpublished materials not available from other sources. ERIC makes every
effort to ‘“obtgin the best copy ravailable. Wevertheless, items of marginal reproducibility are often encountered and this affects the
aqualityl of the microfiche and hardcopy reproductions ERIC makes available via the ERIC Document Reproduction Service (EDRS).
f:hlZRfi is raliat responsible for the quality of the original document. Reproductions supplied by EDRS are the bes,’t‘ that can be made from

original, . ’ L » :

3 ) 3

v "_" o ®

2
. A




Vs D AR TAVGE NI OF e ALTH
EDUCATION R Wi L ARE
FNATHONAL INSTITUTE OF

FOUCAHTION

AYIEIRN

Aruitea by ERIC.



Tablefof_ﬁontents

T B . o ’ o .

CVINTRODUECTION o v v 0 v o v ol o o we el e o 0 oo &
R R i ° ' .‘ ., ! L. ) Lo \AA -
- ECONOMIC .CONSIDERATIONS, AFFECTING. WEST 'SIDE DEVELOPMENT.

Positive Economic Factors ... . . .. . ¢ « « « o .
Limits of Labor- Intensive Agriculture .. S

. Factors in Longer Term Planning ... . . .

* Intermediate Conditions £ e e e e e
,Ralslng .Land Productivit

. . 7 . . . \'.
: . : . L3

*’PREypyé/AGRICULTURAL STRATEGI£S OF THE WEST SIDE PLANNING
“‘GRO . . o
- -Loan and’ Support Programs
" Land Trust. : . . . .

Agri- V111age :
Recommendatlons Concern1ng Present Programs and

Strategies. . e e Te e e e e W e e e e e e
Conclusion. . . . . « ¢ & ¢ o « o o Lot W e e

- ECONOMIC PACTbRS 'IN NEW TOWN”DEVELOPMENT "

Favorable Conditions for New Town Development .
' Prerequisites for New Town Development w1th Land

Reform. ...-. o eie e .,.,, C e e e e

I.‘ A . 7

nlt

Basic Effect o Land Reform .
Economic Effect f West Side Agrlcultural Developmen
Economic Effect .of Land Reform on Farm Fam111es

Land Financing Effects. .. T T T
Con51deratlons for Future Stud1es S e
State of the U;S Economy, 1975 e e e e e Wt

-

_ RUBAL: NEW TOWN DEVELOPMENT B

General Assumption.
- No. Planning . . . e
Planned Development - - "New or Expanded\‘ C e
‘Combination of New and Expanded Towns . °. '
‘#  Recommendation for Expanded Rural Town.
' Huron as Choice. for Expanded Rural Town .
New Area- DeVelopment as Alternative .

" a

General Development Patterns for the RUral New Town L

Conc1u5ﬁon\ o e e
. : 14 3

¢

’ . » . . . R
g 8 . Teoom " . ( B
. . - . .
A . . N

LN

oo o

© oo~



e

ISTIMATE QF EXPANDED TOWN DEVELOPMENT COSTS.

ﬂGeneral’Characteristics O
'Hou51ng and: Land Use Assumptions. & . .
- Capital Cost Estimates. . N . . . . . . ...

' Conclusions . ~ . . . . . . . .. ..,,.\g .

-‘THE ECONOMICS OF PROFIT AND NONPROFIT NEW TOWN DEVELOPMENT

"‘Li Introductlon . ‘ > .
Profit Case . IR B
‘Nonprofit Case. : . ... « « « ¢ o v v o o o v 0 0.
R f M~Recommendat10n . . e e e e e e e e e e
v SlgnlflcanCe of Beneflts .
: "Other Areas Suitable for Mutual and Re51dent
. Owhership . . E

Conclus1on C e e e .'.;... .

S
FINANCING THE RURAL NEW TOWN .

N,Introductlon C .
S ,Conventional Loans.
;;J . Pension Funds . -
~ /.  Other Private Cap1ta1 Sources e
“Ledsing . . e
Stocks and Bonds L P /\.
Tax Shelters. . . '
Charitable and, Foundatlon Sources
U ,‘;Federal Programs. . e e S
Gl . State and Local Government Funds o g .5
/

Other Financial Considerations.
F1nancial Combinatlons and Leveragln

;?'COMMUNITY/LOCAL GOV&RNMENT PARTNERSHIP FOR THE RURAL NEW
-A;TOWN . _ .o

_Introduction. . . ' “ e e e
“Local Agency qumatlon Comm1551on o e e
Municipal Incorporation . e e e e e e e e e e
Special Districts .". . .
‘Communlty Redevelopment Law . S

KJIOUTLINING THE ECONOMICS OF THp RURAL NEW TOWN
Introductlon « o .’: B

. Basic Attributes. '
- Basié Assumptions..'. . . . . ) ... . . o .. ol
~Ownership and Control . . . . . . . . . i « « & .
Local Economy . S e e e e e e e e e e e e

)
4



Land and Land Reform Assumpt1ons...
. Financial :Assumptions e
‘. Governmental Form . . e e
" 'Property Tax Con51derat10ns v e e

. School District Financing S

Potential Property Tax Savings.
£ - .Additional Tax Benefits’ s e e e e e e e
LA . . Summary and Conc1u51on G e e e e e e e

Courseé of Actlon. e e e .
Provisos. . o vo
Alternatives.” . .’

Applicability to Present Program§

- FURTHER STUDIES -- COSTS AND TIMING

More Deta11ed Strateg1es for the Rural New. Town . .
- Prototypical "New Community Plann1ng for the West -

Side. . .
Development” Plann1ng of Potent1a1 Sltes on the
West Side . . e e e e
‘ Rural:New Town Development.Plan e e e et
. s . s . . . T
APPENDIX‘ e e e e e e e e e e
, 'Incorporatlng a City. . e e e .
PR - Procedure for Adopting a Charter. e A
// - Annexations . . <« Lo e e e e

Public Utilities D1str1ct

Municipal Utility District. - v
Community Services District . . .« . . . . . «
County Service Area . . . . L
ABAG Regional Housing Newsletter.

CCED Newsletter: -Tax-Exempt Industr1a1 Develop-

ment Bonds.

TRANSITION PHASES -- “EROM HURON TO THE RURAL NEW TOWN:




14

" Tables and Diagrams
. agTaly

A: Regional Access Criteria for Bxpanded Rural

New Town.. . . . . 16
. B: Characteristics of Expanded Rural New Town . . 21
C: Land Use Factors for the Expanded Rural New '
Town .. . . . 23
D Capltal Expend1ture Summary "for the Towns ‘
Through Completion . . . . ... 24
E: Tax’ Efempt Bonds: A Comparison-of Types . . . 48

°5Thb1e- :

;ﬁt “Dlagram A: Decentralized Development Pattern.
~ -~ Diagram B: Centra11zed De elopment Pattern.

« o
.
,
f
).
) -
. .




: ' : | ~ ¥

. "INTRODUCTTION o S J |
. R - >
4 .f‘-' . ,. - . k)
. - : e . : y ' . .

. If there 1s to be,significant -economic and social development

e . for faxrmworker families in the San.Joaquin Valley, a coordin-
'} ated land reform strategy will be necessary. This can grow

, out* of enforcement of the 160-acre limitdtion clause of the
Reclamation Act, and include programs-for financial and tech- ;
nical assistamce for farmworkers returnjng to the land as- L
family or coaperative farm owners. >

, ) hd
. [ 3
- waever;‘witﬁout major'support servicesk for planning and finan-
‘s . . cing urban infrastructure, as welyl as agricultural and social |
o development, land reform programs have a high rate of fa¥1lure.
In this paper we intend to set-qyt a longer term strategy for
rural economic development. We will outline a program for, ‘
providing these back-up services anll the necessary community-"
building on the west side of the San Joaquin-Valley. We will
discuss how rgral communities might be organized and financed,
what services they can provide, and what benefits might accrue
from the development-process. We will be looking, then, at-
the concept jof an agricultural-based rural new town. -

-

There are three major phasés in the .process of community devel-.
opment we have projected for the Wes't side of thé San Joaquin
. Valley, . The Hirst phase is similar to the Ventlre Strategy
suggested by the West Side Planning Group. It involves agri-
g + cultural experiments _on a ‘fey thousand acres of land using |
' % different 'kings :ggcr ps and agricultural techniques as 11

.

as different kindg/ ownership arrargements. ‘These indfividual
projects.can ser as an educational center that provides the .
basis for planning mall ‘village. 'The.mechan;sms for thange
might include, for ifstance, -land trusts and farm credit ser-
vices outside commercial channels. . , T - f
a) b |
# The second phas¢ begins when enough people have returned to the
land ‘to create a demand for an expanded town. This phase|
involves a population of up to 20,000 1living and working/ on
several tens of thousands of acres of land. il

The third phase involves the .overall.regional development o
the west side of the San Joaquin Valley. The focus of this
,paper will be strategies for the intermediate phase -- a rdral
new town of up to 20,000 people. / N

. L N
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o ECONOMIC CONSIDERATIONS AFFECTING WEST SIDE DEVELOPMENT 2 4
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3

POSITIVE ECONOMIC FACTORS

There are a number, of positive economic factors presently
favordng the development of labor-intensive agricyltural
groduction‘}nhthe San Joaquin Valley. These have a direct

earing on the rural new town strategies we will Qidpresent-
ing. . .

A

)

- "A(a)_ There is a growing volume of agricultural products in
. domestic and world. trade. An increasing percentage of con::
sumer's income is being spent for food.and agricultural pro-

*. ‘ducts in the United States as well as in other countries.

In short, demand for food crops throughout the world is -
increasing. ! * : a )
* Onhe local, jndicatiom of this is the prospective development by

Boeing and Standard 0il of a cargo port in the Coalinga-Huron

-~ area. This airport would function primarily as a shipping
|-, center sending fresh fruits and vegetables from the Fresno
area to Asian and ojpller foreign markets. . i

g . .

» (b) The long term-trend of a falling fa%m population is
leveling off. In the Fresno area, farm population has held
relatively stéady ewven during recent years of national decline,
and rindications are that, the local farm population may even
incfease. . ‘ . . -

.

(c) The growth of specialty produce ha;kegg, such as organ- ,
-ically- grown food, -has meant an increasing demand for high
quality fruits and vegetables. This can have a.positive effecf
on_the national, stéate, and regional agricpltural econopy. ‘

(d) Corporate agricylture as a model for production is not
as efficient as had peen thought.g The benefits of corporate ,
ownership are.not to be found in efficiency of prggqttion as’
much as in tax policy and control structures. However, the -
«  corporate hie™rchica stfucture is not particuiarly well

suited to agriculture, causing problems at the Tield manage¥

.i ment ldvel. There is even a tendency now for some corporate
faftm owpirs to consider moving out of production and opening
up the flelds to people who want to worg/the land.

These corporations would tend to maintain market distributiqh,
however, contracting out the actual prdéduction.. The Central
y = Coast Counties Coopgera ive Campesina is an example of a farm-
worker owfied-and-operated venture that-maintains high quality’
production thrdugw family contrql but markets. its crop through

+

..

¢ - \ . ] .
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Tenneco. Tenneco offers the best and most secure decal for the
~ strawberry crop and has ‘an international distribution network.

- This pattern may well be followed with other specialty crops,
‘and may, at least initially, benefit both the farm coop and
-thz corporate distyibutor. ,

Recentostudles have shown that the vaunted economies of ‘scale
thst were projected for corporate agriculture are not holding
over time. The economies tend to level off at a relatively
- small sizé, about that manageable. by one or-two farm families
' for:-most crops.\4§uch comparisons ‘depend, however, on the ,
- a sumed use of the most madern agricultural techniques by both
corborate and family farmers. ‘' This often- implies the sharing
- of ‘expensive equipment by several saall farmers -- a direct
- .ipndidation of the need for cooperative assoc1at10ns The same
- need for ?operat1on arises with purchasing, marketing, and -
financing der for family farms to even attempt to approach
equal footing with larger corporate competitors. | .

+ (e) The importance of tax shelters in the agrlcultural economy
are d1m1n15“1ng the relative advantage of capital-intensive
as opposed to. labor:intensive agriculture. As state and
national legislatures close tax loopholes, farm tax shelters
for corporate owne¥s become less of a.comsideratiion than ‘they
have been. This trend, however, ctould be reversed at Eny time.

(f) The gver-increasing cost of agricultural technOlogy is
working against capital-intensive ‘farming. Farm machinefy is
’ at once more necessary than ever and becoming- prohlbltlvely /
expensive. The cost of energy has sky-rocketed, in many cases
doubling and tripling. Trained operator wages for advanced

°_equ1pment is accelerating.
-

(g) The cost of capital itself has risen precipitously both
for short and long term loans C i ’

~

- (h) Taxes on ﬁroperty and equipment are rising, and so are
.insurance rates. ‘ _ ‘ A\ /

The factors outlined above make capital-intensive corporate
agriculture less attractive, and labor-intensive! resident
owner farms more competitive. This is a very important and
favorable trend for ‘the West Side Plapning Group, since its
onstituents are looking initially at labor- 1nten51ve farm

, Vo ershlp ®
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‘LIMITS OF LABOR-INTENSIVE AGRICULTURE ‘ . ‘

We do not not intend to imply by this analysis that labor-
: - intensive agriculturc _ofi"the west side of the San Joaquin
v Valley is a panaceaf//Fe communities would intentiona®ly plan
' a long-term economy based exclusively on the intense-hand
labor required in field work. But for the-initial . eriod of
land reform and rural development, it appears “that hand labor
' can be highly productlve and competitive with capital- intcn51ve
agriculture and could be used to great advantage.

T FACTORS IN LONGER‘TERM PLANNING

For longer term planning, communities on the West Side should
not base local economies solely on either intensive hand labor
or on agriculture in general. As more a ore people become
involved, there will be a 1limit to the crops that can be pro-

. duced from the land. . The small-scale. producti® odel cannot
“bei multiplied endlessly.' In addition, there are too many
‘inkerent variables in agricultural production -- such as
climate, overproduction, and market fluctuations -- for a
secure long-term economic base. :

¢ o
» o

. Furthermore, as produce and transportation prices go u '\the
world market will tend to level off. Importing countrjes: will
move toward self-sufficiency, and the national market Will
decentralize. What looks like a booming agriculfural future
today could reverse itself jn several years as the techniques

of intensive production .are exported.

‘Once the West Side economy has grown and diversified, the
larger community will eventually have to intrgduce -capital-
intensive agrlculture . Ironically, product1vgty per acre will
be higher in the early, labor- 1ntens1ve years than. during’ more

advanced stages of development. .

> INTERMEDIATE CONDITIONS .-
Nevertheless, for the forseeable future the positive factors
favoring labor-intensive, agriculture will outweigh the nega-
tive onfs for the west ¢43%de of the San.Joaquin Valley. The
.-area 1is strateglcally '15cated, and it appears- thdt agricul-
-» tural prices and demand will contlnue to rise over the short
nd intermediate term. Solid prqofits can be made[4 the area
of specialty crops, trgék farming, and such field‘°crops as-
‘cotton, as long.as the‘agricultural program is diversified
s and capable of enough flexibility to anticipate and respond to
fluctuations in the market. The negdtive factors will only
tend to level off-the substantial increases in reglonal wealth
that ﬁ;n be secured during thi’s perlod of labor-intensive.
farm1

) ) / ‘ Le -
) ‘ _//ﬂ> . .y 4




RAISING LAND PRODUCTIVITY

. ' The general economic conditions and market prospects only serve
, to underscore a fundamental principle of development. Any
. srogrlm for land reform has\to look toward increasing the pro-
uctivity of the land. -The\xgonomiC'rcturn to the land has
to be‘increased. Therefore, land for agricultural use and
development should not be purchased for its present productiv-
.. ity value. If the land is valued at full productivity, it ,
will be very difficult to 'achieve further development in arder
to claim any incremenfﬁl value. No venture strategy should.be
attempted that does not raisc the productivity "of the land. o

‘“The economic return from agricultural land can\pe incrcased
in a number of important ways. e N

\
[

:iwi(a} Purchase land that has been used for capital-intensive
agriculture and has the potential for much higher productivity.
This can be achieved ‘through truck farming, specialty crops,

and labor-intensive farming. BN

(b) ‘Create technological increases in land valué, such as
greenhouse production. This is highly capital-intensive, but
greatly increases the productivity of the land. , !
(c) Market the produce more efficiently. Fortunate entry into
the market at a time of peak demand would also increase land
value. - o — Y .

4

- ' ; : :
(d) Plan urban uses for some of thevjand. ’As density and °*
improvements increase, the valuec incredses. -

(e) Gain access to lower cost capital than that borrowed at "
conventional rates. This might be foundation financing, or g
- local government financing. Securing\%ubstantially lower = |
. interest rates for capital is equivalent in practice to increas-
ing the productivity of the“land. . ' T
(f) Strict enforcement of the 160-acre limitation clause of
the Reclamation Act for purposes of land redistribution.. The
act reqlires' that land using federally financed irrigation
_water must be sold at its pre-water value. This would essen- .
- "tially create a differential between the purchase price and ‘
the market valye of the land.

Each of these methods has to be _.looked at differently for the
_"various strategies and time .horfzons of agricultural develop-
‘ment. Obviously, there is no immediate hope, for urban value
increases on \the West Side, although ‘the method should be con-.

sidered in a longdr term strategy. Onsthe other hand, the
labor-intensive means of increasing productivity 'is an option

. ¢ ~ ‘ - ! » L » ‘
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better used now, because it is unlikely that large communit ies
) can be supported relying only on labor-Intensive agriculture. ..

. The major point is that value, as woll as people, ‘can be brought
_back to the land if-the uses of the land arve pltanned tor and
. development is.controlled for and by the community.

. PRESENT AGRICULTURAL STRATEGIES OF THE WEST SIbe PLANNING GROUP

-— . ——

"The West Side Planning Group has initiated beneficial programs

and strategies which are moving in the direction of the devel-

opment goals outlined in this paper. These programs and

+ -strategies will serve as a firm base for later and broader
development programs.- ‘

, LOAN AND SUPPORT PROGRAMS
* At present, the West Side Planning Group is acting as a devel-
_opment bank, making equity loans to individual farmworker '
families who can then secure commercial credit. This is an
excellent .program, capable of estahlishing -a large number- of
families and cooperatives on the land and providing -invaluable
experience for the WSPG., Since cach project is fairly small,
the WSPG can cven observe failures without endangering the
overall stability of the program. For a reasomable amount of
money, WSPG can recach a large number of pecople and can observe
a wide variety of agricultural .and parketing problems in recal
~¥settings. The program is mutually reinforcing and beneficial
for the partics involved: o : ‘

WSPG is also developing some expertise in technical back-up..... ...
‘for these projects,” These equity loan and support programs -
. ‘are the most beneficial agricultural related programs WSPG

has provided. .

LAND TRUST -

Another program being initiated by the West-Side Planning Group
is the purchase of'scveral- hundred acres of land itself to gain
‘first-hand experiénce -in agricultural ‘production. - WSPG will
in effect set itself up as a land trust, then lease off the’
land for agricultural production to farmworker families.

: ' - 7. . S
AGRI-VILLAGE .. I o ¢

_ . . i -

A third concept presently discussed by  the West Side Planning
Group is the model new community, or "agri-village," similar
to that being developed by the Central Coast Counties Develop-
ment Corporation. Mentioned in the WSPG Venture Strategy,’ N

v
ca - | /
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hiSfpro§Gthwop1d'involvq\pd}chase_of_g larger parcel ‘of .
'nd,vconstrucfion of housing, and the development of some’

‘bdsic urban and community services.' The projeetwould also ,
‘be used as an experimental station for some of the WSPG ideas:
concerning crop production, governmental structurés, and '
institutional” arrangements, . : S

PRESENT, PROGRAMS AND STRATEGIES °
L . . S

'RECOMMENDAT IONS ‘CONCERNING
The. West Side Planning Group,programs: and strategies outlined
~abave should be pursued and expanded. The major reason for
. this, besides the obvious benefits. for® farmworker families, is
* that they build a constituency of people.on the land. A
" formal mechanmism, however, should de implemented to coordin-
- ate the activities of families WSPGYX helped back onto the
-1and. . WSPG should encourage cogperative associations among
‘the new.farm owners. The purpo?@yof the associations. should
be to build a strgng organization® that can fit into a -larger

strategy for rural development. WSPG -constituents will be the -

‘people with ;ownership, management and cooperative experience

~ 'who can educate others. An institutional structure is neces- -

sary. to keep thesegfarmers/relating to each other so they can
function as a social, political, and economic base for any.
future planning and development. ' S '

-

While certain present activities such as marketing can bring
- the farmers together, a specific cooperative association is:
required. _Farmers should belong to the associations in order
~to .qualify for aid from the WSPG, Members should communicate
on,a regular hasis, through meetings and a newsletter. Théy"
should -share information, and develop other cooperative rela-

tionships. When the farmers have sufficient economic strength,

they should develop their own marketing services.

The farmers in the cooperative ‘association should pay dues for

intérnal support. In addition, part of the loan and lease
payments to WSPG.should be channeled into the association to
provide additional cooperative support sérvices. A more sub-
stantial part of the payments might also be funneled directly
. to the farmer association for the opening of a second . revol-
" ving flind. The farmers themselves could then make additional
' loans and establish other land trusts.. The intent would be

. to spin off as much,central control as possible from WSPG to

- the farmers themselves. . ~ : ' L

.. TWe cooperative association could begin developing some of itsl4 '
"> own technical services. Since at this point WSPG would still =

~“control most of the money, WSPG should continue to supp@rt -
s technical assistance directly or indirectly. :

o -
. !
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-A general.criterion should be worked int the structure of the
association so that farmworkers who recelve loans or lease
,; ~ land would have to_meet ‘the same standards as set by the WSPG.
“, 5,Farmers from the association should also be brought ‘back into
’Fthe WSPG structure. .With cpntinuity between the two groups
. © maintained throughout, the entire WSPG operation might ulti-
: mately be phased into the asseciation of farmers.” This might
..7¢° + occur at the same stage of development as the'rural new. town.

Furahermore, we believe that as important as the present WSPG .
programs and strategies are, it would bé bektter if these jni-
: tial phases were put within the context of a longer term
- strategy. It is always better to know where .you want to put
#your major efforts in the future, and then do your initial
work in .the same area” if at all possible. With limited
resources, exper1mental pgo;ects should be located in the:
region where long term community development is. intended.
: Ekperience can be gainéd with experimental projects in many
! 'ayeas, - but with larger strategies in’ m;nd scattered programs
' may ult1mately only dissipate thg\eCenom1c and political
resources necessary to develop an. effect1Vg development program .
S 1nvg1v1ng a self- support1ng rural new town. ;w;
CONCLUSION . _' j; ~ e,
'vThe programs and strateg1es of the WSPG gradually move- towards.
.the. first phase of rural development mentioned in the introduc-
tion. They expand from family, and ekper1mental cooperative
farms to the 'agri-park" or "agri-village." The rural village
can then either be developed into the rural new town, or v
» maintained as an agri-village for the latger settlements that
g are developing elsewhere. The smaller ‘enclave can act as a
'+ training center for education, experimentatiom, and acquainting
people with the new institutional, social and cultural relation-
ships of farm ownership and cooperat1on Central Coast Coun-
ties, for instance, intends its agri-park as a trdining center
specifically to prepdre farmworkers for the respons1b1l1t1es
of self-management, ownership of land, cooperative relat1onsh1ps
-and- the development of new agr1cultural techniques.
The strateg1es we emphasize in the rema1nder of th1s paper begin
from such an expanding rural enclave. e

.
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PAVORABLE CQND}%?ONS FOR. NEW TOWN DEVELOPMENT : \, , .
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One or more broad ecopomic.indicatioﬁs usually must be present

: in a region to justify new town planning and development. Each

o of these is -discussed below within the context of existing .
economic conditions on the west side of the San Joaquin Valley.

. . o

e

> (l)l'Markét'Tremdg ' s

Obviously, there is no market trend that would currently jus-

tify construction of a new town on the west side of the San

Joaquin Vallgy. The people of the area are not moving toward

increased urban development, and there is no apparent natural

trend for it to happen. : S . , .,
. / . r N .

[

(2). Meffoﬁolitan Growth Area

- 'In the United States., convgntional new communities are almost
.- always planned for metropogditan’ growth areas. Only a few have
*- been built outside of growth areas, or on the outer fringes of .-
them, . and they have tended to fail. If a new town were to be
planned according to- natural market conditions, it would have
to be located in a metropolitan growth area. . The West Side is
) definitely not such an area. . - ' -t
- t "

}(3) Agricultural-Industrial Investment

Intensive agricultural-industrial ‘investment in-a region, such
as ‘the proposed.cargo airport in the Coalinga-Huron area, could
justify new town development. - This would not be a result of

..1ocal market forces, but an external decision related to- :
national and international markets. The cargo airport, howevgr,
is still in the early conceptual stages. T

(4) ﬁMajdr Industrial Investment:
Another economic reason for new town development would be major -
industrial investments, related or unrelated to agriculture in
the area. These might require plant location along Interstate 5
or.Highway 99, proximity to the California Aqueduct, or connec-
tion with the central valley rail lines. Corporations might

_ locate in the area because it 'is midway between‘tﬁe two major

* urban regions of California, Los Angeles and San Francisco.

- This would entail‘presently unanticipated external decisions
not related to -turrent local market conditions. '

(S)- Public Policy K ‘ : ‘ .

. I . ) ? .

» |Governmental or public policy decisions coyld also justify the

. "location of new towns. : This ‘is a common reason for their '
- _ i , . ) )

z.g ‘:']5
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-development in foreign countries, often as part .of a larger
urban decentralization plan. The public policy justification
"for development of the West Side was a dream discussed fre-
_quently ‘in the planning profession of California during the
1950s. and 1960s. Studies 'were made of the factors in new .
“town construction in_the San Jodquin Valley, conducted from a ~°
public policy standpoint. This justification would overlap
with the earlier ones; an economic ‘base.would have to be"
created for the development to succéed. The public would either
have to give incentives to certain industries, or acthally .
direct -their location in certain areas. This would be another®. . -~
. Sxtergaé decisio?,‘not likely in the forseeable future for the . =
est Side. , : ' . N
R \ L s y §\°<:7{
(6) Land Reforml -, _ ) '
‘ . : .,

£

None of the previous reasons for new town development relates
in any direct way to thg strategy and'intent .of land reform P
and rural community buiflding. Land reform itself, however, is )
one of. those économic .fdasdons that cguld”jusfify_the~develop-

“ment of a rurkl mew comjpunity. - . -
ST

' ¢

The re-distribution s#f"land tends to minimize rural poverty,
minimize the excess labor ‘force in rural areas, distribute the
rewards of agricultural production more equitably, and retard
out-migration to the cities. For example, the economies of
small farm communities in the Midwest are superior to those in
the corporate and absentee-owned San Joaquin Valley, where pro-
‘ductivity is much higher but is accompanied by rural poverty.

~~m~and~unemploymentr~~SincewlandmiswwidelyWdistributed_and_locallx,w_d;
owned in the Midwest, the overall regignal economy not only ‘ :

grows with agriculturatl productivity blit the increased rewards
are more equitably spread and this in turn_expand the local

economies through the multiplier effect of each do r of .

increased production. . ¢ ' ' o -

If land reform 1is epforced on the 600,000 acres of the West- ﬁf ’
lands Water District according to the-160-acre limitation, re
significant numbers of people will return to the land. Even

if the land does not.immediately become more productive, the
population increase alone would create a demand for develop--
ment of new or expanded urban communities. The people will . e
" need services and support systems in the area. Enforcement, S

«+ of the 160-acre limitation doesn't mean a new community would 9

-occur naturally, butsit-gertainly would justify the contruc-
~tion-of one. . : ' '

PREREQUISITES FOR .NEW TOWN DEVELOPMENT WITH LAND REFORM N,
« . : . e - L " . “ .

"If land reform did occur on the west si&e_of the San Joaquin

Valley, uncoordinated growth would be the normal pattern of

-
Wt
3
i

-

B
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.. - development: There would be expansion in Huron and Mendota,.~
- and crossroads would tend to become new market centers. But
in order for t e growth to develop into a new community, it
- would have“to/be intentional, planned, ahd focused on one or .
. two specifiC/locationsZc;Thisﬁis the heart - of the strategy
- we will be discussing fg T )

r-the West Side.

Although ep@oqcemént‘of?the 160-acre limitation would be a
- natural precurser to/construction of a.new community, it is
" not the oply ‘factor./ Extensive 1land. reform and new town
dévelopment might b ac'omplished;in the valley wﬂthout(the
- benefit of compliance with the provisions of the Reclamation
A .. Land could be purchased, land trusts'formqaﬁ;ahd,land'
,reform /initiated for a rural community based on 20,000-30,000
\,jagrgsw_,whe;effect would essentially be outside support for
. dand reform, rather than the more natural development Xhat
- might og¢cur if the 1902 Reclamation Act were enforced.

»
-

e

>

- BASIC EFFECT OF .LAND REFORM.

* . "With 1land reform,'there,WOulé be an ‘approximate net addi-
‘tion of 5,000 new households, or 25,000 people. A growing’
© support population might double that figure to 50,000 spread
‘throughout the 600,000 acres of the WestlaqunWa'br\Disfrict;-»
. This is about three times the present population|of the area. -
" If this population ¢could be concentrated, it wou d definitely °
g provide afjgstification_fOr a rural new town. ° o :
. i . While land reform and wural new town development \might be
*%fm@ww~aecomplishedmwithoutwenfgxggmenthﬁmEhﬁﬂlﬁq'aCTe‘1imifati°n,
' it should be planned for in the new town developnent procé&ss.
If and when the Reclamation Law is enforced on thE West- Side,
.-the planning process wild have anticipated it, and its effects
i can more easily be absorbed into_oﬂgoing-dsyelopmigg efforts.
.. ECONOMIC EFFECT OF WEST SIDE AﬁRICULTURAL DEVELOPMENT
" A rough estimdate of the potential gross income to be derived
s from the agrfcultural use of the land in the Westlands Water ~
e * District is.$500-to $1,000 per acre.* Assuming these figures.
hold for all of the 600,000 acres. in the district, the maximum..
gross income would be $300 million to $600 million annually.. . .

~

*Gross.sales”%rom the land assumes average sales from _
row crops now grown in the area, adding increased productiv-.
ity with labor-intensive methods and crops, then geneéralizimg.
k'the estimate throughout the district. These figures assume
’ that. the entire district will have access to California .Aque-

R duct water.

~

e




. '1little as $300 an acre at pre-wate

Figuring in los$es, the estimate for gross sales off the land”

:: w9u1aybe $200 millien to $400- million per year.

P .

The'prsible:feturn each year to the average farm family from

the productivity of the land can be between $12,500 and- $25,000.

In certain cases, the land will.be more productive ‘than the .
$500 to $1,000 estimate, causing these figures as well to rise.
We are looking at the potential then of raising farmworker
family incomes from what they are now to between $12,500 to
$25,000 per family., This assumes the family receives t

- labor value and theé profits from the land. =~ - v

" Thus, the value of land reform in ‘the Westlands Water District

.~ 1looks very high. Farmworker-famjlies now.earning between

- $3,000 to $4,000 annually,'p?*vﬁ%welfare,‘would‘be_momed into
middle income status through this process. Because farmworker
families are larger than average, however, an inceme of $12,500
would still be below the comparable regiopal median. It o
should be noted, however, that incomes in this range are a$
high or even higher than wages. for industrial labor in the

- region “- indicating the great value of ggricultural land
-reform for farmworker families. - ST

These estimates of 'financial return are only for the agricul-.
tural potential of the, Westlands Water District, not for.the-
supporting, processing and service economies. A very _rough’
estimate of those would be that they are equal to the agri-

- 'cultural potential of the local-economy.

'ECONOMIC EFFECT OF LAND REFORM ON FARM FAMILIES

e e B e

A major question in,agricultural economic strategy 'is the dif-
ference to the farmworker families -between getting land at
market prices, at-pre-water prices set by enfortement of the
160-acre limitation, or at virtually no cost through wholly.

subsidized land reform. - " !

L

(l)A'Market Price for Land . . IRV . ';f'

- Assuming that farmers purchase land.- at a-market price of
©.'$1,000 an acre, on the average, financing costs would be at

- least 10%, or $100 per year per acre.. -Thé $1,000 land.might -
produce an average gross-incomejof $500 to $1,000 an acre in :
sales. About one-third Of;thagfmight be returned to labor
and the owner, or $175 to $350: B '

. (2) ~ Pre-Water Price for.Land. ' o ’ t;;

Under 160-acre land reform conditjons, the land might cost jas
prices. In this case,/the
e $30 per acre instead; of

~ yearly capital cost for land would
. . ' ) , ."" : . ) 4§ :,/,'

S .18 | L
. . B . . LRI S S
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he $100 at markegt price. This would amount’ to a: sév1ngs of

70 per acre, increasing return to the farm famlly by |20%

to 40%. If; we assume the average fam11y is getting $ﬂ2 500

: in net income from’ the land, this increase based on land pur-
chases at pre- water prices could produce annual 1ncome§ of -
between $15, 000 amd $17,500 per famlly ‘ . .

:(3) Free Land : 3 L

If farmworker fam111es rece1ved the land free they wou&d save
$100 in financing costs per acre. , That would increase heir
-+ return from an acre of lan{ to between $275 and.$450, 30%
ar to' 60% increase in return t the farm family. .Their in ome's
‘ 'could then be between $16 000 and $20,000.
1 . . }
3 - -3 v \
- - " LAND FIN@NCING EFFECTS. T - |
Another major factor in these calculatlons is land flnan 1hg

Public financing,. orﬂsome other means of acquiring capit
‘less than the market interest rate, would definitely inc
the annual return, to the: farm family. For .example; if land
. .. were purchased at the $1,000 per acre level but f1nanc1ng
{ . .were cut in half, the net effect would be the same as if’"
L land were purchased at onIy $500 per acre. This in itselfi
would represent a 15% to 30% increase in the return to they\
farm family. . - ' ) » ‘ - f“\

o So there are two critical factors in iinancing land‘refdrm Q
' Reduced prices. Tor.land is one. But. feduction in the carryin;
- costs for financing land purchases can be just as important.
Later in the paper we will emphasize alternative ways of secur
ing cheaper capital for land reform and rural ‘new town aevelop \

- ment v : R

b _Pn ap y future studles, it will be very important :to define the
mos;{crltlcal variables 1n‘;gricu1tura1 production and new ¢
o community building. These “should be defined aqcerdlng to how
. large an impact they have on the farm families' income. The
risk factors should also be defined, and how they would affect
- any economic projections. The major variables to check are-
firfancing, land prices, differentials .in gross sales for types
of crdpsx'secon%ary employment, and such risk factors as
4 weather and market conditions. Additional fdctors include
guarantees in financing, purchasing and marketing. \

CONSIDERATIONS FOR FUTURE STUDIES Y

"t

¢ f

STATE OF THE U.S. ECONOMY 1975

< It is also important to make'a broad disclaimer about economic
) ,prQJectlons The natlonal economy has' reached a point where

-

W
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predictions have been made.for general economic instability.

Obviously, anything we might say -about yearly fluctuations and

risks are minor compared with the macroeconomic condition.

The combination of soaring inflation with recession is a prob-

lem within cipitalist economic structure that conventional R
‘wisdom .does not know how to handle.  Assuming:present economic

: conditions continue for any significant amount of time -- three

.. years or more -- we believe the predictions of general economic

. collapse may hold true. In terms of land reform and new town

. ‘planning in the San Joaquin Valley, all bets are‘off. ¢

“" As far as our pregram is-concerned, however, we will know if
“ there will be economi¢ collapse long before-any of-our strat--
;- égies are implemented. Even the planning -stages.are not far ’
.. enough along to be caughE'short-by imminent economic disaster.
~ One positive. aspect of the present economit situation-is that -
‘we are-at the worst possible time to make general economic . . ¢
. -projections. Because of inflated interest rates, energy costs,
' and economic uncertainties, any projections made today would in
' effect be conservative, or worst-case, projections.: By con
. trast, the stable 1950s characterized by lower unemploymengf
~ . ‘and lower interest rates would be the most dangerous time ‘to
" .make long term projections. . In other.words, short of general
economic collapse; almost. any program that could work today
surely. would werk in the future. . : : %

'
v

RURAL NEW TOWN DEVELOPMENT

V‘

- .

'GENERAL ASSUMPTION

In the following reviéw of rural new town, development pfttgrns, X
.we assume that land reform or other mdjor economic change S
“enables a significant number of people to return to the land
-on family farms or farm\;ooperatives. Onder this assumption,

o :

. .a number of different c munity forms can develop.

~ NO PLANNING N

s - 0
‘The first form would occur with basikally no planning as _
people ﬁeturned to the land. A trend pattern would develop.

.- Under: these conditions, the eXisting towns in the area .would

. grow, and new commercial centers would begin at the existing
'~ drossroads.  In.the Westlands Water istrict, the towns of
‘Huron and Mendota probably would receive the major growth,
“while Three Rocks, Cantura Creek and Fgve Points might develop
‘-~ into small commercial villages. \ L0 o

N

4
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RECOMMENDATION FOR EXPANDED RURAL TOWN

A

PL NNED DEVELOPMENT'-- NEW/ OR EXPANDED ' LTS

‘The second pattern would Ye based on planned development. Any

‘rationgl planning in the area would emphasize concentration of

‘urban and support services. These would be_planned in one of

two different ways. The (first would be in completely new

-locations, planning virtual new towns in open areas.  The
.other would follow already existing trends focusing on the

towns of Huron and Mendota. These would be planned expanded
towns, concentrating as much as possibple of the support ser-

vices, the light industry, and the ag¥1cu1tura1 ‘processing

that would normally locate in the area. - . /-

_.,.'COMBINATION OF Nﬁw AND' EXPANDED TOWNS ¢

" The th1rd pattern would be a comb1natlon of the ne# 'and expanJ

ded town concepts, and wbuld *occur over a longer pengod of

‘time. Initially, planning would center on the towns already

in the arangptll the local populatldh and economy developed
internal pressures for expansion. Then new areas would be
established for, the .overflow growth. In effect, this pattern

‘would . be the phasing of the expanded to/p and new town con-

cepts over time.

. In ter S, of thlS paper and our own-wverv1ew, the most rational

pattern Would be.planped. concentration of expanded rural towns.
There is a. population base, some support services have been
developed, and most of the urban infrastructure has been built.

.On the West Side, utilities and road systems are bu11t, water
" is available, and most important, towns are located om’'rail

lines. # Ba51ca11y, access to reg1ona1 transportation, utilities
and other services already exists in the area. When planned

' construction begins, capital outlays- do not have to be made

for .these services. There are, in addition, other economic,

" financial, and political reasons for expanding an ex1st1ng .

town that we will dlSCUSS 1ater

HURON AS CHOICE. POR EXPANDED RURAL'TOWN'
If the expanded existing town pattern of development is to be

it 1gﬁa\portant to initially focus on only one of the pos-
51b1e sites“for development In a’ region. Pending-further study,
Huron seems to be the best location. It is the closest town -
in the district to Interstate 5, and is near the developed-
Coalinga area. The town is very close to the California Aque-
duct, and has the best agricultural soil conditibns in the
district.. One drawback to development in the area is that
Fresno lies more than}50 miles to the east, beyond the range

7 » . - * , ’ ] ’ .\ . A

. B!
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| oy Regional Access Criteria for Exbanded furel New Town i ; |
S 1\3 - W | Other Irfigation .
o fon  Railroad _ﬁveeway ‘Presfo  Jowm . Water . land  Other
W g g," ' ‘ ‘ . ' | : ' ‘
~ Mendota  yes . 20miles 33 miles Firgbaugh 1mile " good to Recres-
. ot Tailes o excellent tion A
T River -
o S | AN
Huron yes  Tuiles 48 miles Coalinga, 3nmiles  good to Coalinga
| . 18 miles ~excellent: Airport
- fernan  yes 38 miles 15 miles Madera ground fair to
o U.5.998 - 15 miles good
. ‘Fresno § ~ Mendota “ :
© Madera 18 miles , A
| 15 miles ‘ | .
~, San, Joaquin yes ~ Wmiles 27 miles Kerman 3 miles }%ir to -
T s 16 miles good \
¢ miles . o | AR
‘: | | | | ‘, ) ,y ' “ - !
22 | .\ ‘ ' | | | ‘\J \'
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1 of direct economic reinforcement. Another major drawéack'is
. the toncentration of land ownership in the Huron area.  The
o three biggest owners of the Westlands Water District --
» Southern -Pacific, Standard 0il of California, and Russell
-~ Giffen -- own almost all of the Huron vicinity. Also, while
the nearly level terrain is good for urban development the’
weak structural quality of thé soil _may cause foundatlon
i prbblems for building. o
' NEW AREA DEVELOPMENT AS ALTERNATIVE
‘ * The alternat1ve to planned exiSting town expans1on, wh1cﬁ‘we
\ will not disciss in detail, ¥s new area developmen@ Although
\ not connected to existing t wns, these projects stilb would
\ . relate to erossroads, water an ut111ty access. and freeway
- . proximity.  The Three Rocks area might be ‘the best location
in the district for'new town develophent outside of existing
towns. Certain regions southwest of Mendota would. also sup -
port new community development. The one problem with new
areadevelopment1n the district is the absence of rail service.
.. There are no existing rail lines in any of.the open areas, or
7.~ the likelihood of new lines being buiilt. The areas that have
1 access to the . railroad are e1the\ existing towns; or close
- enough to them that expansion of'the existing towns would he
‘the most feasible development plan.

; GENERAL DEVELOPMENT PAE?ERNS FOR THE RURAL NEW TOWN

There are two basi¢ development approaches to the expanded -
town concept.. These can be defined as the decentralized devel-
opment pattern arourd the existing town, and the centralized
development pattern around the existing town. The same pat-
. terns could also be used for total new town development.
- N ¢ -

(l) Decentralized. '

The decentralized development pattern is similar to rural new
‘communities in Israel (see Diagram A). 'This is basically a
star pattern which has.groups of cooperative and collective
farms spaced ©ifi the countryside around a rural-urban centet

" of 20,000 to 30,000 people. The center area supplies the
urban - and support services for the agricultural lands around
it. The farm groups are also patterned on the star concept
and have their own local trade centers. The decentralized
rural new community groups in turn relate td major regional
urban centers '

W1th1n the g&neral franework of decentralized development, a
. . ’ 9

-
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number of variations are possible.” “In terms of the Farm-"%
workers of the San Joaquin Valley, the best pattern would not
. be collective. It might better be based on a system of small
- family plots, with larger cooperative or shared areas
for field crops where cultivation and harvest depend upon
group efforts. ) : : ' o
Alternatives for . housing would include individual homes on: -
the ,individual family plots, or homes grouped together in the
.small local villages where farmers would return each day from
the fields. = ¢ -

(2) Centralized C : - - i.

. A more centralized approach would be similar to the pattern
. common during the medieval period in southern Europe (see
‘Diagram B). Population would: be centered in a fairly dense
town, which is surroundéd by the agricultural lands. Indi-
vidual pldts of land would be located along the road '"spines"
leading to cooperative or shared fields: the "commons."
All housing would be in the ‘Central town. However, an alter-
- .native housing plan would-locate farm family dwellings on -
o the individual plots along ‘the roadways. This would tend t
* . decentralize the otherwise densely populated urban center/. S\

"+ CONCLUSION
% , , In the next section of ‘this paper we will make an estimate .of’
" why .one pattern may be preferable to'another, based on devel-
opment. costs. However, it is clear.from ‘the outset that for
the same reason we are looking for an existing rural com- .~
munity to expand from, the pattern that would probably be the
most economic in terms of capital costewould be the one that
tends to concentrate people the most. Whether or not .people
. ~aré" living on individual plots, the pattern that tends to ‘
s hold people together tends to be cheaper. Even though the.
decentralized pattern is the one most often chosen for rural
development, it has to be realized that extra development
costs are involveéd with this:plan. In terms of capital costs
for urban services (sewer, water, electricity, housing,
roads), there, are significant differences between the cen-
}ralized and decgntralized,models which tend to favor the
_‘centralized option.

Al

~ . : ., . " Ly .. , : . -. Coa &
ESTIMATE OF_ EXPANDED TOWN DEKELOPMBNT COSTS

a—— -

hd

%

GENERAL}CHARACTERISIICS
: . T S o : . - , e
T As explained in’/the preceeding section, the rural té}n‘we -
recommend for expansion is Huron. It is in the highly pro-
*-ductive agricultural area‘lSO#milesasouth of the San Francisco/

¥
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‘Oakland/San Jose metropolitan core, but within 50 miles of the
major, sub-core city of Fresno. It is also within 20 miles of
the town of Goalinga. The employment base of the expanded
" - rural new town will be oriented to agricultural production and
processing but will still be fairly diverse. The town itself
~will have about.2,000 nonagricultural primary jobs, énough to
-~ generate, in conjunction with surrounding. agricultural employ-
", ment, jobs equal in number and kind to employed residents of
.. .the town. . - | e : : -
- The existing town of Huron from which the new town, will grow
‘has between 400 and 500 households. Since the land to be
-developed adjoins -an existing- town, cost of initial connection
to regional services is minimized. Land price is also rela-
tively low because of the town's distance from a major urban
area and the moderate intensity of present agricultural uses .

Housing 'and all other facilities will be plannéd.to new' town »
standards with a medium quality of construction. These, stan- S

.F

dards- are chosen to ‘correspond to. the expectediinpome-leyels

- of town residents. ° .’ L : : ' L
s | L L v . ; .
Tablé B summarizes the basic attributes of .the expanded rural

_ new town upon completion. ' .

. HOUSING AND LAND USE ASSUMPTIONS a TR

-The mix andldensiqwsof-housing'aepends on' the particular new .
community developmerit pattern assumed. ‘In both tbe central-
ized and decentralized cases, the in-town housing is chosen
‘to reflect the -increasing trend ‘towards townhouses, patio
.. heuses and garden apartments. S “ -

-

~ However, the farm housing in the decentralized case is assumed
. to be single family detached homes on the individual -agricul-.

~¢ tural plots. Even so, the homes themselves would.be located
reasonably .near each other to save on development costs. ,

... .Since about half the homes will be in the agricultural ateas,
the average residential densfity: is assumed as a‘fairly low)

~+.6 dwelling units per net residential-aére.* - ..

-

In,fhe“tasq'of'the;cenfralized'develdbmént pattern, no differ- »
_.ence is assumed-‘between the farm family housing and other A

housing in the town.” Thus, the average residential‘dgnsiti‘“.' N
--is a moderate 12 dwelling units per net residentidl*acre. :

Using .data from existing new town”’planéf'from public faciiitxlw'.

». ~ . standard guidelines, and from a variety of physical planning

% ' . P e : S
: ‘Net~resxdent1a1facreage>1nc1udqs local :streets and some.
:» COMMON open -space. ' S : o

>
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: e ~ Table B v
: , Characterlstlcs of Expanded Rural New Town
o AR , (1975 dollars)
i}d ¢ Gross Income per Household |« _$12,500/yr:
22 | >Disposao1e Income per Household - 'f_ f‘ ) 11,000/yf.
) h, L . 2 ‘ ._ .‘. . . . . ) “y
s ‘Households i o . Vj ‘ R 5,000
"' Population -, ¢ 20,000
f;,' Jobs 1n the Town 1, ST, . ' o 6;0ﬁ0 ,
"y _' " Industrial T ! L ' > | 1,560;
o s Pglmary Office . L : : - 500
v " Service and Government . . -. 4,000
L Jobs in Rela;§d Surroundlng Agrlculture S
- [lncluging seasonal) ' _ ' . 6,000
/ _'& o L N . T : o e
_Di'stdnce from San Francisco Metropolitan Core ' 150 miles
‘.'_- - . . ’ ' ) l . .4 ) . ! '...
. DiStance-from Sub-Regional Core City of Fresno . _ © .-48 miles
'pistancefffon’ToWn.of Coaiinga' I T 18 miles
, ‘Distance from Regional Access B o - 0-7 miles
' Market Prioe’fof Raw Land - RN | $750/acre
] > < L . -’
Best Pr1ce for Raw Land w1th Land Reform . © + §250/acre
Land and Development nghts in Huron v o | $5,000/acre
\ - @ -
{ R v: A !
. 3 ( . .
. i T ¢ w & )
.8 ! /.—h . 29 e . ! o 7
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- and real estate sources, :we estimated required or desirable
‘acreage for each of the various land uses for each of the

. expanded rural new town development patterns. The rksults
are summarized in Table C. ' : '

1
3.

a .

" CAPI'RAL™COST ESTIMATES

* We next estimated thé capital cqsts in 1975 dollars for land

purchase, developing the specifled towns, building all struc-

- tures in them, providing for major public sector equipment,

-+ preparing the agricultural 'areas, and allowing for farm
equipment -and other agricultural capital items.: These costs
are basic "hard" costs and do not include cost estimates for
property taxes incurred during the development period, nor
interest on loans to cover raw land purchases and years of
negative cash flow. These tax and interest expenses are
variables which depend on sponsorships _financing arrangements
and phasing. . However, the "hard" cost estimates do include
such costs as. professional and governmental pfees, sub-

. contrdctor's overhead and profit and prime developer's over-

x "héad-expepse§,,4Prime,deyeloper's‘profit is specifically-
excluded, since it is one -of the most crucial variables we
‘discuss later. - o .

DI AT - 1 .
Table D enumerates the capital '"hard" costs involved in |

-‘developing;vbuilding.ahd equipping the centralized and

-decentralizgd’expan@ed new towns over g 15 to 20 year devel-
,opmqpt perié?, classified by type of .developrient investment.

-~

" CONCLUSIONS. L . ¥ o
iﬂ'térms of physical development coéts,/ﬁab%qgg.sﬁggeg%s the. _

.- following conclusions:,

(a) New town development, regardless of pattern, is a
®» very expensive undertaking. The basic ‘cost would be about
\%60,000 per household including all sectors -- residential,
commercial, industrial, agricultural, and so on. Financing
~ charges and prime develop 's profit would add to this cost.
. 0f .the total amount, -about jtwo-thirds, or over $40,000 per
carried directly by the residents
payments. o : '
. . { ' i ,
(b)° While strict gnforbement of the reclamation law gcould:‘ -
produee a major savings in the agricultural segtor alone, '
about 40% of required capital investment, it would save .only
about 6% to 7% of total new community investment. . Thus, the .
.cost'of land:foxr the entire new ‘town .development has a signi-- -
_ficant but relatively smail effect on the overall cost of the
project,. and the ult¥imate cost’to the households. ‘' -

Tk

v  household, would have to b
'~ in.their rents or heusing

v
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S linciudes. all the aéritulﬁdral land ﬁeeded‘iofsupport the
. economy of the expanded rural new town at. an aveérage jproductiv-.
ity above that at present. - ’ S s
. 1 LY .

> " Table C° '
Land Use Factors for the Expanded Rural New Town -
‘ Centralized’ Decentralized
" Total-Housing.Units, 5,000 5,000
(a) in town. i 5,000 2,500 -
(b) in agricultural area = ° -- 2,500
B Net Residential Density 12 du/ac 6 du/ac .
' f%a) in ‘town . 12 du/ac 10 du/ac
(b)) in agricultural area -- " 2 du/ac
People per Net Residential Acre  50-60 25-30
. (a) in town .50-60 * 40-50
'(b)‘in;agricultural‘area' . 8§-10
A Yo
.~ _Acreage Requirements _ £ ;
‘Residential’ .. 415 . 830 .
Industrial ~ -, 150 150 s
.Commercial and Office: 45 .45
© . . "Quasi-Public - . 40 - 40
. Public and Open Space ‘'« 550 - 435 -
, Sub-Total, (urbani_zed)v?____ o 1,200 ‘1_,‘500 . AR
© Agriculturall e 38,800 383,500
.~ . . Total Site Size? . 40,000 . 40,000

. Zinclﬁdes the 62.Sise¢tions of land between the'California‘
Aqueduct on :the east, . Interstate 5 on :the west, U.S. 198 on the |
" north, and Jayne Avenue ‘on the south. Lo F. '

é ’ .
L L ‘ A ! R . - . - . . RS :
. . ° . L. . . ) i Lo . . o . .o . . .
25 IV g L Pon L, » vt 3 . /\ . '
. . . . g T . - . . .
w - L N : ' v s 3
’ ? : . < ° . P Py e
. ’ ' o . . . > ’ A X
o ‘ R L i -
- - 31 :
g 5
. . . , r{n




“ Taﬁle b B

Pl Capital Expend1ture Summary for the Towns Througb Complet1on
T (1n millions of 1975* dollars)

'
~

Development Item e ' Centralized Debentralized

Land Development and Infrastructure
(A) Traditionally Private Sector

- (1) Site Purchase o ‘ _ ‘ .
: (a) Huron Section . ‘ 3.2° _ 3.2
‘ - " (b) Surrounding Area : 29.5 © 29,5
T - (With Larid Reform) - (9.8 + (9.8)
*  Sub-Total : ' 32.7 b 32,7
’ (H\ith Land Ré ) : : (13.0) © (13.0)
(2) ‘Urban’ Land Development (excluding L ey
_ major roads, water, and sewer) - 18.4 ©0 24,5
- . (3) Agricultural Land Developmenti . ) S '
(including farm structures and
o equ1pment but not homes or _
- ’ major 1nfrastructure) _ L 19.4 -19.3
.+ . Sub-Total ‘ - 70.5 . . 76.5
RS (W1th Land,RefornD____, e e (50.8) (56.8)
o (B) Traditionally Quas1-Pub11c Sector . '
- (inCluding bu11d1ngsJ . ' s
(1) ‘Medical - - - 3.6 3.6°
(2) Re11g10us and Inst1tut10na1 4.8 4.8
(3) Ut111t1es T y--v : W 14.4 17.6
¥ sub-Total . . Y 22.4 = 26.0
'j;(p) Traditionally public Sector - '
p?,»q‘ﬂwf (including buildings) - ' .
Shr, (1) }MaJor Roads and Major Water o L
B " and Sewer Lines - . 13,7 19.0 :
(2) Schools” ' ' 15.6 . 15.6 .
" "(3) Parks and Recreat1on, plus Cormmm- . . S e
: ity Facilities and Major Equipment 8.4 - 7.8 -
- ub Total | - " tod2.4 0
' ‘=ﬂTotal Land Development and Infrastructure ‘ _144.9"‘ .
" (With Land Reform) . . ' . (125.2)
’“Trad1t1ona1f& Private Structures _ b .
.~ (A) Residentidl Buildings . e 150.0
":. (B). Industrial Buildings 13.2
(C). Commercial and Office Buildings - _14.0
Total' Trad1t10na1 y Private Structures ' ©169.7 177.2
TOTAL *TOWN COST ' . .  300.7~ - 322.1
" (With LandvReform) o . . (281.0) (302.4)
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 l(p) Also, austerity in land development and community and
- public-facilities has a minimal <impact on overall project
‘cost. [For example, a 10% cut in those items only reduces

 ':fian costs to households by about 3%.

- (d) I Thus, the most direct and significant réduction in phy-
~ sical costs to the household must be achieved by a reduction
- 4n housing construction costs.- This may be brought on by a
reduction in size and quality of the unit, or incréased effi-
w . ciencies of production. A 10% reduction in housing unit
... - costs translates into about a 7.5% reduction -in overall house- -
’ hold-borne new town -development costs. ' |

. The significance of these: conclusions is that land.reform and

;" - new town'develepment, with their promise of cheap 'land and '

i - efficiencies in planning layouts, cannot be relied upon as an

.. unsubsidized panacea to provide a decent total community that

. .low-and moderate income people can afford. ' Without the changes
in institutional, governmental and financial arrangements we

o #iscuss in.the following sections, a significant reduction in.

Wi T household costs can ofily be achieved through a major effort to
K .reduce'tqe.hard costs of the housing units themselves, or via

'f ) substantial subsidy programs from external sources.
" THE ECONOMICS OF PROFIT AND NONPROFIT NEW OWN DEVELOPMENT

' ‘ v &
INTRODUCTION . -

9

... . 'Substantial reductions’ in household-borne costs for the rural
... 17 new town can be realized by changing the allocation of the com-
" ‘munity's property revenue flows. The bulk of such revenues
‘normally goes to-the non-resident, profit oriented corporations’
- that develop and own urban and agricultural areas. To achieve
. - the majorwsavingé which we believe possible involves changing
the current pattern of urban and agricultural development and =
~ ownership. into a form of cooperative nonprofit enterprise
- which is initiated primarily te benefit the local inhabitants
and users of the land. : . s S

a

‘In the sections immediately below, we ‘distinguish between the
two development cases, profit and nonprofit, and point out the
impact of these distinctions on costs to residgnts. v - -
- ' ' : - SRE : o 5 . :

. PROFIT CASE - E .

In- American new town development, the general practice has been .
for the site owner and the producer of the new town itself to
be the same private; profit oriented corpgration. 1In figancial
terms, the objective of -this corporatign Nhas been /to convert

B
3 . . o

.? - :' ' . .
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"low valued raw land to high valued urban land, and to capture
as much as.possible of the resultant profits. The'value of

the land under urban usage is based not on what it cost to

“+'develop but on the value of urban land in analogous suburban

p,oruexurban-settings. As a consequence, residents and businesses
"7 in new towns find themselves paying the same or more -rent (or

rent equivalents) as they would for similar facilities and

:properties in other developing areas. This institutional form
-of development and owneq'hip assures that the private,.profit

orientéd corporation.-obtains as much as possible of any differ-

ential existing between the competitive market value of the

. developed land and what it cost. to develop.

- \

. A similar pattern holds in California agriculture. Lérge COoT-
... porate land owners convert low valued unirrigated land to. .
" higher valued productive agricultural usage .by.the importation

~of publicly suwbsidized water. The increased land value and
" income is captured by the corporate owner and removed from

the local economy. =

‘The profit oriented new town developer usually prorates costs

into a residential sector account and a separate industrial
and commercial account. Each household is charged-its share

“of residential development costs. plus specified profits.

"Costs to industrial and commercial clients are kept in a

separate account, as are profits accruing from industrial and

. commercial development. -These profits along with agrigultural

profits flow to corporate owners and not to resddents. -
'he new town developer's greatest ptofit‘is usually realized .
rom commercial *and industrial properties. The rate of return -

‘in the residential sector is normially modest in comparison. o
This explains the tendency of conventional ‘new town developers ‘ﬂwl

. .to sell off the residential sector and concentrate on long .
- “term retention of commercial and industrial properties.
-~ @imilarly, there is né incentive for corporate agricultural
. owners and ogerators to provide adequate *housing for their

- NONPROFIT CA_%E—-J# -

farm employees.

v

) : .
T U . e v o - @ H . Y . : <
~The -original new town or gird -c1éy/rat10nale*‘qalled-for a.

fundamentally diffdrent. institutional iform and operational . *

/\mgtivation than tHe one oytlined above: "The original idea was

»

9

< o’

to have mutual ownership by the town's future residents of 'S
"~ the initial new town site through the PSe of a nonprofit or

i

/
[ x fa . .. i
. - -See Ebenezer Howard, Tomorrow: The Path to Real Reform;
published in 1898 and%rfissued in 1902 as Garden Cities of °
B . t .. e i . “ ‘ . . - -

Tomorrow. : " .

o
Y
v
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. ‘1imited dividend %ntity acting in trust for the future resi-
dents -until development was completed. The underlying principle
of this institutional form was to insure community retention
of the land value increménts brought on by the building of a
new town and the opening of agricultural production on the raw
land site. Residential properties were to be passed on to the

, residents at cost. Commercial and industrial sectors were

" - still té pay the same rents as in the/private profit case.
However,-the new town citizenry as a cooperative group were,
through their ownership 3f the commercial and industrial land

--and’ buildings, .also to receive the net revenues accruing from

these properties. Farms were to be in family or.cooperative
ownership. ' -

The neﬁ commercial and€industria1.reVenues, if directly dis-
tributed to new town residents-as 'dividends," hdve the effecy,
of lowering the resident's housing costs below' the true costs

- incurred in the housing sector alone. In effect, nonprofit

- development and ownership reduces citizen housing costs in
two ways. First, the residents are given the residential
sector at cost and seéortd, the housing sector is subsidized
to a level below cost through community distribution of com-
mercial and industrial profits. In addition,.agricultural
profits are retained by the resident farm owners or by the com-

munity through the farm cooperative.

................................ e e e e R R B e e B Ve -

3

RECOMMENDATION _ /

¥  Thus, the heart of the s{rategy we recommend for the economic -
" and social development of the west side of the $an Joaquin

Valley is the creation of an agriculturally based rural new -z
;own-undertaﬁﬁn by a nonprofit CDC, charitable trust, cooper-'. .
ative, or local governmental entity with ownership-~and control.
résting ultimately with the local community. In this way the
increased land values and profits of agricultural and urban,
development can. bé retained for the benefit of gge local com-

-

munity. : N .
_ SIGNIFICANCE OF BENEFITS . o L

 Howevery would the economic benefits indicated above be signi-
" ficant? Studies which we have done of new towns similar to
those suggest in this paper verified Ebenezer Howard's
] hyp eésis thdt the land value increment brought on by urban-
ization, if kep$e for community use, would be large enough to
' @pay for, the capital costs of all public facilities.* Further-

® - » :
, Theéefétudies are contained in th& foMowing joint Master
of City Planning 'theses: New Town Development: Financial As-
pects, by Peter L. Bass) and New Town Development: Costs, by
anard M. Kirshner (Berkeley: University of California, 1971).

LT  'm . ' -35 ' - ’ -
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\ d
more, if the agricultural land value.increment were added,
a significant excess of funds would exist even after all
public facilities were provided, in effect; free of charge
‘to the residents. Put another way,™if the savings were passed
on to the residents as ,a reduction in the capital costs each
houshold must -carry, the required $40,000 in capital costs
estimated previously in this paper might be lowered by betwWeen
. 25% and 40% to some.$25,000 to $30,000 per household. .

IOTHER AREAS SUITABLE FOR MUTUAL AND RESIDENT OWNERSHIP t

Mutual ownership of real estate was not the only way suggested -
by the original proponents of the new town or garden city con-
~ cept to reduce costs to residents. Communigy ownership of
' electric and’other wtilities as well asgcooperative and resi-
dent ownership of 'selected wholesale, rizail, industrial,
and agricultural operations was also.adv cated. ’ )
“Each of these sectors is more or lesS suitable for different
local ownership forms. A community trust or charitable trust
might be most applicable to land ownership. Cooperative
’ownership might be the best format for th hqusing sector.
Community ownership or town ownership might work best
- for the commercial buildings, which could. then be leased to
small local businesses. In the agrificultural sector, family .
-farmers..could.share.equipment .through. the use of community or
cooperative ownership arrangements, and so on. v
: * LA |
. (1) Utilities

.

. o , ' .

. The Jdocal electric, gas, telephone and cable television utili- L
‘ties, which are usuially under private corporate ownership, ~

~ are probably the most natural operating ventures for community
ownership in the rural new town. They must be constructed

. along with the-usual public infrastructure of roads, sewers,
“water lines,. etc. The developer must at least help to plan
and coordinate their construction, In some cases, the

- developer must also finance or front the money for their
~dnstallation. And most :importantly, these utilities are

' "natural monopolies" with a history of being under cooperative,
municipal or other local public ownership arrangements. aside ¢ -
from private corporate ownership. AN ‘

Under profit oriented development net revenues flow either to
the developer.or outside private utility corporations and //)*
not to the residents. Consequentiy, utility profits are an
added cost to th& local community. However, in the nonprofit
case (since utilities can be under some form of mytual bwner-
‘ship) any net revenues could accrue to the community and thus
"be used to lower c§pita1 costs per household by as much as

10%.

)]
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(2)° Commercial and Industrial Operations

With very rare exceptions, commercial and industrial enter-
. prises in America are owned and operated by private profit

oriented companies or corporations. However, there are prece-
. . dents for community or cooperative ownership of certain of’

* these enterprises in new towns in this country as well as in
. BEngland and Europe. Some examples can be found in the retail
' .commercial consumers cooperative of Greenbelt, Maryland, the

original community trust owned &epartmef;}ztore (among other
€s

- cooperative stores) of Welwyn Garden City ih England, and the
cooperatively owned, construction compani that produce much
_ of the housing for Swedish new towns. Of tourse, the ecohomic
" .viability of cooperative ownership and operation of commercial
and industrial enterprises outside of new towns has been
demonstrated in many countries, including the U.S., for many
decades. ' '

As with private utilities in the profit case, net revepues
from commercial and industrial enterprise ownership are a
cost to the resident. In the ndnprofit case, however, net
)/ . revenues realized from thoses enterprises assumed under coop-
~ -erative or community ownership can be used to further decrease
‘required capital costs per household. . '
* Those enterprises which could most ~Iikely be operated under
T SRR LY 8 Co6peTat ive ownership might-inctude- a majority
of commercial ventures (retail shops and services, equipment
franchises, professional and office services, related whole-
sale suppliers, and so forth) and a minority of the industrial
ventures (food processing, manufacturing and warehousing firms,
research and other technical-professional offices, and so on).
In addition, a signifigant number of the remaining enterprises
could be owned by ‘individual local residents. The reduction
in capital costs per household-which might be expected from.
mutua} and local ownership and operation of these enterprises
might be as great, as that realized from community ownership
- of the urbanized portion of the new town land, or some'lS%‘tq

' 25%. ‘

(3) Agricultural Operations 5

“Except as an interim land usé prior to development, agricul-

.  tural operations are ignored in all profit motivated American
' new towns even in agriculturally productive urban fringe and
- rural areas. In gontrast, gany of the publicly sponsored and

owned English new towns maintain an agricultural sector as an
" essential and economically productive part of their "green
.~ .,belt," or open space programs. Furthermore, farms and related
..»." agricultwral functions in general have a fairly extensive

” history of .cooperative as well as resident. family ownership.
. o N \

L
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'bthey‘all tend to depend on the specific circumstances of the

w»

e e

* 1and is not necessarily what works best for a large parcel,

- 30

. . ’

It is thus not unrcasonable to assume, that the rural expanded
new town could-establish a fairly large agricultural base

. under cooperatyVC or gommunity ownership along with family

farms given ouyY assumed favorable cnvironmental and locational
factors and an experienced agﬁIcultural work- forca,.

As mentioned before, any nect revenues from the agricultural
sectors under profit motjvated corporate ownership would not
remain to benefit the local community. However, these
revenues could be retained to help;reduce-capital costs per
household. The extent of these poLcntial savings from var-
ious’ forms of local ownership and operation of the agricultural
sector were previously ecstimated in the agricultural lapd
value intrement and profits from commercial and ‘industrial
enterprises. ' o ‘

CONCLUSION . -

In sum, the purpose of extensive local and mutual ownership
is ‘to interhalize increases in land value for the commuygity's
benefit, and to retain as ‘much of the accruing profitsU§E
possible that would normally leave  the community and go to -
absentee owners and corporations. The retention of community
profits would in effect be the primary form of long ‘term
internal financing for the rural new town, and might be great
enough to cut the capital costs per household by more than
‘hatf:-—— '

FINANCING THE RURAL NEW TOWN

N

INTROBUCT ION : R

In this section we outline many different methods for financing
the rural new town. Some of them are obviously more beneficial
than others, while ‘'some are more realistic than others. But
rural new town, and on what ‘the money is going to be used '
for. What might work well for a small parcel of agricultural
or for housing and commercial development. Thus, important -
initial questions include: Is the money for short or long
term loans? Is it for '"front-end' money for land and develop-
ment? Is it for equipment purchases, hoysing, commercial i
shops, or utilities? Each one.of these items can have-a dif-
ferent preferred form of financing.

,

In addition, each of the sources of borrowed .money we discuss
should be viewed in relation to their particular financial
terms -- the interest rate,.length of lo‘n, and payment

38

‘ N f]
. . vy

2



/‘ . ' :21[

schedule. . Bspeclally at the begipning of development, finan-
cial terms can be more important than the ultimate ¢ost. Thoy
change the annual loan payments signiTTcantly, and thus affect
the total money available annually to pay for now town devel-
opment. -

\ " .

Another critical factor to consider is the use of guarantees
or collateral to back up particular loans. These not only
affect the loan terms, but can also determine whether or not

. money can be borrowed at all.

- CONVENTIONAL LOANS . ' »

-

The first source of financing is private, conventional loans
from banks, ,savings and loans, and insurance companies. In

both the agricultural and urban sectors, commercial credit

"would be the source for loans needed ‘for 1land purchase,

equipment purchase, or operating expenses.
(1) Land and Real Estate
In the case of land, the loans would be'of a mortgage type,

usually requiring at least 30% down payment. The interest-
rate at. present would be over 10%, while the length of the

1loan would be anywhere from 15 to 30 years. XShese loans arc

usually only available for proven productive agritultural

.. land, and most often restricted to experienced farm owners
. and operators. At the beginning, the rural new town might -

have considerable difficulty obtajning commerci91.credi;. But
as the venture grows, commercial credit will become an acces-

~sible source of money for expansion.

Banks and savings andvloan§'are'the primary sources of -capital
for real estate, whether for urban housing or shops, or for
agricultural land. Even if the venture qualified as a safe

‘ipvestment, ‘commercial creditors would require at least 20%

down payment for housing and 30% for commercial development.
At present, the venture would be very fortunate to obtain 10%
interest rates, and a 30 year mortgage. In addition, because

"of the present economic situatiop developers would probably

have to give the bank, savings and loan, or insurance company
an ownership position in any income-producing property and
possibly in the over-all new town venture. . . P

(2) Equipment and Operations

. Commercial credit is also a source for equipment and "working

capital' or opepating loans for both agriculture and business.
"The terms vary, but tend toward much higher.interest rates and .

much shorter pay back time than for real estate loans.

\ . _J”\
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~(3) Guarantoes

If project land is to be purchased at market prices, it would

be very diffigult to arrange commercial crodit for any large
community venture. Very sound guarantces would have to be pro-.
vided before any conventional lenders would cven consider the
application. The types and sources of guarantecs are outlined
in greater detail lator in this section.

" (4) Experience of Conventional New Town Developers
-

Many of the conventional urban ncw towns started on land alrcady
owned by the developer or sponsor. The land did not have to. ~
be financed. It was used instead as the collateral for the ¢
development loans. Even then, puch of the development.moncy
was not From loans but came out of the pocket of the dgyeloper.
for example, the new town of Reston, Virginia began with vir-
tually no loans. The owner-developer provided most of the
initial money for land pugchase, and for thc front-end devel-"
opment costs. For additional funds, Gulf 0il Company was
brought in as a partner -- not simply as-a lender.

Columbia, Maryland ‘is probably the best example of a new town
where the sponsor and developer: provided very little money
themselves. The Rouse Company initially put in about $1 mil- -
lion. But the land cost $25 million, and initial development
for the 15,000 acres required’ another $25 million. Rouse had
to raise $50 million just to get the project started. Commer-
cial lenders would not just provide loans. However, the
needed mopey was obtained from a bank, an insurance company,
and a ‘retirement fund. But. in return they secured over 50%
ownership of the project, plus guaranteed, or contracted,
interest on the money they provided. In effect, the lenders
gave a loan but took in return a majority ownership interest
in the project. ‘

Columbia, Maryland was ideally located for an urban growth
project. When the lenders looked at the venture, they saw it

as a highly attractive investment because the market virtually

guaranteed growth in the area. It was just a matter of who
‘controlled ahd who concentrated the growth. The agricultural
"land in the area-was very low valued compared to its potential

as suburban developed land. In addition, Rouse was highly
experienced and highly trusted by the lenders. He was also

a mortgage banke{ who had worked previously with the three
lending institutions on other large projects. Yet these
1€nders would not. extend loans without :an ownership position
in the project. The financial arrangements secured for
Columbia, Maryland. are about the best private terms ever made
for new town development in the United States. Even so, Rouse

i o w0
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‘had to-acdept a minority ownership-interest in the .project to

* obtain-initial and subsequent financing.. .

w . . o e s ‘ . i ’
EIS)z Implications for the West Side v e .
= There-is virtually no comparison between' the high growth area
.. of Columbia, Maryland and the west side of the San Joaquin
" Valley..” However, there is one circumstance that “could make
“.~"the West. Side wery attractive for conventiondl lenders. That -
i+ would.bé ‘enforcement of the 160-acre limitation; forcing
“ land‘sales at pre-water.prices. Since the land then Would
" be under-valued for its productive use, the chances are that
»-..100% financing would be available from conventional sources.

./ Bven at 100% commercial. financing, loans would- still be at
..., the terms we initially mentioned -- high intérest rates and
possible demands for an ownership.-position.”” Nonetheless, -the
" family. and cooperative farm projects aided by the West Side
Planning Group and ¢thers have shown that high interest ‘rates
‘are.ﬁdiLan.insurmountable’barribr,tofproductive and successful-
‘resident farm ownership and operation... However, the effects = i
‘on’ urban development.would be more ‘adverse. I T
. “PENSION FUNDS - . d ' '
*Union .or-public.agency 'pension funds are another source of
"“money for development. These funds can generally be used: for
land, real estate or housing according to state and federal .
law. The Carpenter's Union-of Northérn California,. for L
“example, might have an interest in new town development. It
has about $150 million-in its pension fund,.which;yields only &
59 to 6% annually. The Fresno County Employees® retirement T
fund has about million and receives a similar 1w ‘average
“yield. The rural new town-might offer higher intérg¢st rates
. - but still pay less than on money borrowed-from commercral’ - -
. = sources. : o R I

e . .
- . . - RS

Pension funds are generakly permittéd to make long te¥m mor®-" &
".gage loans on real estate.  Of coursé, the new own develop- v
ment would-have to°be very scarce %-.either as ah'established .
stable ventire, or as one with substantial guatrantees.:‘Secur: -
ing ‘a tisk loan from a pension”fund would be extrémely diffi-"~

cult,”if not illegal. LT A oL
as - b

S d < ' v

- OTHER PRIVATE CAPITAL SOURCES

Taking over or "aSsuming" the eMisting mortgage of the present
land ‘owner,.or having ‘the present owner make ‘the loan or "take -
" back' the mortgage; are two rarer cases of private capital -
investment.- Both of these options are very unlikely for a .
.large scale development. However, they are fairly common for ..

' -,
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' 'small scale agricultural land transactions. - These arrangements’.
'will,requiqe,good'relationships betwéeh owners. Obviously if

#he new owner is forcing a corporate landowner to ‘'sell .at pre-

water prites, being abfe*to assume the previous- mortgage ‘or

. ... having the present’ ownper make ‘3 “loan "togthe new owner are not
y 11ke1Y, s SpLiom: may be open, howevet, for Tand pur- - - =
,. ’ C}?SGS“%‘ g lceS. e y e . . o v

" The-tgrms of {the take-back loan ‘£rom the present owner are

"~ usua¥ly nego iable, often-at lpwer interest rates than are
< aval able frgm—an institutional leilder. If the project 1is .

5
.

gh/to take, over an exi ing..mortgage, generally
;pgo"ger\oﬂ§§WhiCh wili zZSe a-lower interest, rate
rrent {market? However, this situation would be ..
_OT ‘insurance’ company would likely recall the i)
Change of "ownership. "The mortgage would then
he prevailing interest rate and terms. o
eve ,“a situation ¢ould occur ‘on the West :Side thati-/
. 'would open the way for a“take-back mortgage for the, rural, mew"
" ‘town development. If it begins to appear that the 160-acre!
_ ‘;,I@mitagipn will be enforced, and if the trend of corporations ..
T mgying away. from.agricultural production continuesf:there ‘is
: chance- that oné%or more of the-large corporate owners -in the
. _;aﬁdeadpinﬂwgulﬂ”makeEHNtaKé?backkmortgage arrangemg¢ht with .
. alargecommunity grdup.that would contipue ﬁgrm’proguct@btgﬁﬁa)
_». This might be ‘done at arnregotiated pricewthdf'wouldébe highgr
“than the present owners estimate -they could get if the acre-
. age limitatiomn were 'enforced, byt lower than.market pygce -~ .
- _for. the land. Of dourse, the present corporate ownerg.would mali

4

“’tain an interest in the rural new town project as.its mortgagors
S : “ -~ ' . [ O Vo ST e e
N .'-;.‘,, Pl 4 - o . . :' ',f? o L . e
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.+ The différent:forms of leasing arrangemengsA@gehquggms,oﬁ

.. >financing the‘land portion qf new town;@évélg',:gt;%fMGSt’df ‘¢
7" - theserarrangements involve traight leasinlg o the*1andtfor |~

PN

* rent. - The terms:vary, fromfyearly or @;&ﬁfﬁéﬂfﬁlgase@;tp s
escalator or overage leases that tie rehtwto,a??ércentage;gf{
~ gross revenues to ‘long-term leaseholds of 20" -yéars,- 50 ytarsy
- .or 99 years. In the early-yéars of the venture whenifew "’ Nog
.. v sources of debt or equity capital are available, leasing . =~
. arrangements can make a great deal of, sense.. AS the project
beQﬁMéslproductive, it gains the ability to borrow money ‘
- or accumulate funds to buy land. In some cases, leasing can’
| " be ‘on-an "option-ta-buy" or "purchase contract' basis where -

Q - 'payments are credited to purchase.

.oa

Leasing.arrangeménts, however, are definitely not a godd idea®
. for larger developments over the long’ run. They are espec-
v ially bad in tengupf'potential urban development areas.

! - ’ =
. . o
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HV1rtually all leaSIng arrangements aliow any 1ncrea5ed land

““value to go to the land owner. -The whole ideg: of.cooperat1ve,
_..trust’or resident ownersh1p is thereby defeated 4~- ‘the land .
-value 1ncrement~leaves the communlty instead’ of be1ng retained

by it. How muqtvas ldst var;es according .to the lease - "
gfarrangement, es 'lator qr ovefage leases are probably the .
_.worst arrangemeqtgm ' 1_J_¢ . . , rAa;“

.\ .

";;If reas g has to be used in the early’%tages of development
‘an*ln v% siting optlon 'is the '"subordinated lease."  In-'this
; : énter can use the land.as collateral for ipprove-
‘Jp Surprisingly, this:is a fairly commot arrangement
S ; _WEb§tern states,”eSpec1ally in agricultural areas ’in ‘the
S path of: #rﬂan growth. ‘'Because of the. trend toward suburban.
=~ -develdpment of these lands,-the farmers are not adverse to-
. ubordgnated lease agreements -The,pract1ce is still uncommon,
it howeveTs- on the West Coast. .5I{f‘“t e T gy L ?_
RO L 3 SR R 5
e Subord1nated lease agreements are more l1ke1y for a” small‘”
”“Ak&evelopment thany fdr a larger one. -They are also .more likely
¥+ “with addition ?}—guarantees to the land owrer, essentially
. ‘providing ‘the lender with dual collateraI The benefits.of
> the agreement are substantial. Subordinated leases €nable.
= :"the renter to obtain’up .to 100% commerc1al/f1nanc1ng for
S Jhou51ng,,shops or ;rr1gat1on on' agr1cultural land 1, \‘:w, fl%"f
Lt i T Y
Today 1gtas passille to make»Iease arrangements for rents .thdt’
‘are lower than would be the loan payments iffthe land wére .,
ﬂ refinanced at present inflated interest rates. However, bn-
the average, the developer should expect the 1land -rent to bé
at least equal to the, f1nanc1ng cost of land purch ses. ‘

LI <

A

- Wh1le rent1ng may be necessary at ‘the beg1bzung of abgroéect-

rrt §hould bg avoided- if. atvall“poss;bre for-/the ré€as
bave méntioned.” If,,hoW Vere the’ land is ned*by a mon: . ,;Q.
prof1t commun1ty l1and trqst* rathet. uhan an’ absenteegcorpOr—ny”
ation, lease arrangements are'benef1c1al tonboth those .who o
"live . bn the Land and the ldhgé tedm c munéé%-1nterésts. ;l.%}w
reta:

?v They are a; way’to‘assure, ‘that 1ncrease land(xalue.‘is
by the tommUnLty/ P "‘mz". . §
sTocks ANp-BONDS  C ¢ S o T

‘ -

Stocks.and bonds are- often 1ssued by’ development corporat1ons
~to raise’'money. = The nonprof1t rural new town developmén
«,corporat1om\m1ght act l1ke a convent1onal corporat1on, 1ssu1gé

w - — — -
RO Seesingernat1onal Independence ‘Institute, The Communrtx N
Land Tru - A Guide to a New Model for Land Tenure iR Angerica,
Center for Community Economic’ Development Cambridge, Maséa—‘ '
Vo chusetts 1972, - ' - P A S
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T.stbcks*fozvnequity“gmgﬁ%yjhnd:pgnds for, borrowed money. '
. (1) Comparison of Sifckaﬁdﬁbna.Financing $f ,.'r
.' o . . "'-. . A Y . ) . \ . g l' .- .-.UJ’F.;’ ¢
“There is a substantial difference between the benefits of ?f

. stock findncing-and hond findncing., Stocks give ;the pur-
chaser,an ownershipsinterest in 'the venture to be financed.
. In addition,.a stock issue usually offers dividends. This 1
. in effect would be an interest payment on the equity money ‘- =~
the ‘investdr has in the venture. The major.benefit of stock
‘'sales is ‘that the issuer does not have to pay back the money
. raised. All: the stockholder receives is an ownership interest
2w . .and possible dividends on the investment. . The stockholder .
xf,'v normally has voting rights in the corporation. S

.., 'Bonds do not provide any direct ownership rights$- to the pur-

" ..chaser. Bondholders-do have call, howeéver, on the assets of | -7

' us the ;corporation, which cduld, for ékample, be the landythat =7 °

, - ~'the’bond proceeds are being used to finance. But the. bond ;

% . "titself is not.an ownership instriment., Bondholders can only
‘demand’ intgrest payments and paybagkilof their investment.

S .Usually the bonds are issued im series form, in effgct approx-

“» ... imating a copventional mortgage. The bond o%@é??bas.nngoting'

- > - P
. . » R ot g
wr1gh§5 1n‘th§';prpora§;qnd:;‘{“‘ _ L LR
';_ﬁgév(29;\Rppii¢ability.ﬁomCommﬁpity'Corporaiioﬂ{{ﬁiu";*3;@
E I RGNS tou i ty 2O, LOTMERL Y MO PRLS s oo

AN

“ O A - e , : A S .
A conmunity corpération might take .the option of selling
stock on the open securities market to raise money. . However,
there are many drawbacks to this method. Unless the community
' corporation maintained -a majority share of the stock, ‘outside .
stockholders.would-act as absentee owners. ‘Dividends and »
profits, which would have jto be guaranteed .just.to sell the. .

“Staogk; .would pro¥ably be rgmoved from. the communith 'and caoni v "¢
itrol might ‘pass out of the 'communityys hands. .-There.dre » . . »
Lgféq&legﬁlyrésftiq;ioﬁéﬁapd.fedegaljr@gﬁlatﬁgdé;onﬁxhe“gale'of; .
stock’ that would complica;é(thgféffortffo raise Woney. -"In ¢

Nl 2ddftioh,; there would be 1ittle chancd oftselling stotk i . *
"a?ﬁ}USUEhQa,spe¢u1gmive:ﬁéntufe_asfé.tpralfnew_tﬁwﬁQQevqlbpmedt-in,

”f':“wthéQSag'JoaQﬂ&ﬁ%Yallgy:“ Sokid private oT govesnmental-guaran: |

LRI
\

X d alter this, sucﬁ%asrthosé'p¥ovidgﬂ_by'ghe“U;S._ .
partment of Housing and Urban Development's New’ Communities
/&ct. Without these guarantees, however, stocks would be "
- "difficu1t‘to,se1¥$an bonds wguld require a very high interest
. - 'rate. ’ ‘ e el '

S

R R

-and, Bonds

[
P
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L (3) Ch%?i%hﬁlekgtoéks 2
N . Py . o . . . . s E
. o . . . , ._ - ‘ " s . . ._/P\/‘-:,..bv‘. i
. Aff alternative to this méthod jis the sale of stocks .and boritls
to socially motivated institutions and individuals.- Thgb' TN
Southern Cogperative Development Fund i Louisiana -and New '

L Communitiés, Inc., in Georgia, have sucécessfully rai§ed mbnex
. ', - LA ) - . L PR . A : . 7
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“ by these privaté sa1es.u In the Louisiana case, almost one
_;jm1111on dollars has been raised fer rural cooperative organ1-‘
;.zations throhgh the sale ,of stocks and bonds. Most.of,this 4
Amas involved ‘bonds with interest rates ranging between 5% and
yayback periods up to 20 years. They were sold mostly
~in large Blocks to char;table organizatons and have about.a = .
‘fone thlrd cash fund'ﬁ%ov1ded by OEO guarantee1ng them. f~-w o

_Slmllarly, the Georg1a case entalled the sale, of $500 000
of 4.5% to 6% ten year bonds to a few socially or1ented groups.
Xhe bqnds were issued with some amount of underlying guaran- -
e These methods, however, are rea11y a form of char1ty
ynre;hted to commerc1a11y sold securities. -

s S C e L /,‘ ~

qu SHELTERS - s . SR
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"Tax shelter financing is another possible way of raising

' privatetcapital, at the ‘initial stage of projsct development.
.-i». This..method usually taKes the form of a’ limited partnership -. '
-~ with ‘inve¥tors who are looking for a tax break. The inves- &;1
_“tor's money would then he&p the prOJect get loans from banks
f;f.or other 1nst1tutlons :

¥ ;‘,\'. ’ N i *)'-,

_gUndqr presenf federal tax“law certaln bu51ness expenses and .
+.»'losses can® bev educted from.a, taxpayer s overall incomes in ©
L. effect "shelterlng" a port16n‘o§‘that income. If the expenses
and "’ losses rEpresent,cash out; gf 'pocket for the taxpayer, they
- cannot‘be considered of any beneﬁatel However, Several costs
h ~ incurred during development ‘of.a spec1f1c project (such as a
* farm, factory, . department store, apartment building, cable
television system etc.) "are tax deduct1b1e even though they ‘
.do nog rep?esent cash out-of gpocket- ‘'These include interest; »5; r
~on dgvelopment loans, property taxes, certain fees, etc., Sy
- which\are paid-out of borrowed money and later carr1ed in
- .. longer term financing. After completion of the spécific pro-.
/' ject, additional non-cash losses atre allowed on -an: annual '
3:g;has1s for project deprec1atlon.(est1mated lgﬁs of 'project _
C>Lvalue.not including land portion).. This isTusually at,a -
"';rate mudh‘greater than real- deprec1atlon Since the above .o IR
deductlons are.not"real cash 'losses sbut only "paper" Jdosses, :
"they ¢shélter: ‘and rend@n tax exempt real incomg from .the gro—'f
Jeét 0n from odtslde”sources of the prOJect 0wners, : I

-

> B

g}g/hNew Townnahd Ag iéultural DevelOpment
(, . *" 'p, !
. As. should“be apparent new - town ventures and agr1cu1tura1 .
- development offer a réat many opportunities for genérdting
~ tax shelter for the- éroflt motivated. investor in.real estate,
: équipment and other: capital- investments. In £act these tax
i, —considerations - ‘are’ ong of the 'major f1nanc1a1 concerns..of .
% -conventional new town developers and cprporate farmers as
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1

well as any subsequent prof1t oriented owners of the 1ncome
propert1es ‘and - enterpr1ses . - _

(2) anproflt Development and 0wnersh1p

8

!

'g Nonprof1t development and ownership would seem, at f1rst‘to o
lose, thése indirect federal subsidiés which are;avallable in
he profltacase unless the /tax shelter benefits' can. somehow "

cg transferred to people w1th taxable income. ® Thi§ can be
done through a partnership arrangement between the nonprqgfit
developer and profit oriented investors 1n5need of tax shelter.

.- The 1ng§stors(essentlally buy income tax deductions from the,

‘ ‘develop T who dofs not, need these deductlons * -

.-

-J":(S) Rural New Town Development ?

Any equ1ty capital brought into the rural new town fron' these
,outside investors would benefit the residents and reduce their
*"costs.N For this reason, the nonprofit new town developer

should investigate placing as much investment ynger the tax

shelter arrangement as possible. -Virtually all¥capital invest-"
ment in real estate and agricultural development (with the

\exceptlon of the_originalscost _of the raw land for- the .site),

‘h in building. construct;on,ﬂequlpment f1xture§ ‘and so on,
*» whether of a conventl?nally ‘private, quasi-pdblic or public

‘nature, are capable of producing saleable tax losses. In *©

effect, the entire rural new town- venture might be financed

as a 51ng1e real ‘estate projeict and business enterprise so

rat -streets, sewers, parks, communlty buildings, pelice cars,
etc., are ;all owned as. part of a ‘private but nonprof1t factu-~
;. .ally. 11m1ted aj v1dend) new’ partnershlp Alternate:
a"the tax sheltst ﬁeneflfs nght ‘be-sold on a prOJect by- prOJect —
- basis., Streets, ‘parks and community buildings could be .pro-
rited into. individual houSing developments; - the sewer and
water systéms could be set up as separate limited partnershlp
. utilities or sjmilarly prorated into individual building pro-
... jects; police “and fire services might be contracted outg; ,
;,Communkti Development Corporatlon whlch,was in. partners w1th
o pr1vate nvestors and 90 forth ‘1$;5,:;.-
o e e _fy’ ; - ,,H o
(4) Magnltude ‘”..:nzi EEV R

The amount oﬁ,front -énd money or 1n1tga1 equ1ty wh1ch m1ght be,«

v

A _ For a mucg more detalled eXpPanatlon of thls arrangement
' as . it relates TO sub§1dlzed apartment projects, see Housin
'3 Development~vA Tool for Tommunity  Economic. Development in: Low-
~Income Areas, by James L. Morey and Mel Epstein,: Center for
wmmmmCommunlty Economlc Development Cambrldge, Massachusetts,
. October, 1971 - . R
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;uﬁyéisedlfrom‘outsﬂaeQinyeétors'in thid/way can vary gredfly T
~.*Wath the type of project and risk involved. Im past ye

‘it was not uncommon for deyelopers teo net oVer 10% of tota :
project costs from tax shelter sales. Today, however, tax - __,//)
shelter financing has become much less attractive both for
‘urban real estate.and agriculture. Recent legislation has = -

“‘restricted some tax shelter investment, and further congres-
sional and. state action is pending. Investors have become

- wary, and the arrangement is. becoming. less frequent.”

“ 'The current trénd in_agricultural tax shelter financing is
for partners to demand real profits in -addition to the ‘tax
_savings. . Once investors.begin looking at the arrangement
in these terms, the partnership becomes costly. to the.new
. community through loss of profigs. SR . e

Lt . .
¢ . . N

(5) Guafanteeé s

‘Generally the large, secure projects with substantial exper-

jence and guarantees are most able to attract lgmited paftners.
. These financial guarantees ‘are becoming .more and ore criticaly .
19, gining\mongyxﬁrgm;invgbtoqs;f;They'§etve;toy3ﬁread"thé NN
"~ risk of ‘the project, either among investors or among those

with some less diréct financial stake in the venture. .

Lo LR

(6) " Usefillness™ ) S _
~ The main benefit of thertax shelter partiership is #%ofobtainl. = :
‘" money -at"a@ reasonablie -Yinterest rate' Trelative.:to other sou¥kces 1 -
* of ‘funds.. -Tax ‘regulation fequires that a longer term limited

partnership pay an anhual return on the money brought in -- 6% .

for housing, an ut that for other investments. This megns =

»that the money receiv is in..effect a loan at 6%%interest. .
When the conyentional rate for boxyowed funds is 10%, this is
a- very lucraftive ‘way of raising mofley. S

- : L B S
However, if//capitdl is also avgilable through charitable or
:jfgpublic sources at’ 6% int sty a limited partnership may not - . .. .:
. .be. needed. _There would be no-purpose in .sharing ownership.of . C
 the project-unless additional money ‘was,reyjuired.. CT '

PO

oV I TR ' T e
Limited partperships are useful, thén{iwé;ﬁ the venture’Can't
get‘loq%fingﬁﬁing,.whepfﬁhe cost ‘of money is more than: 6%,
or’if cash ghérantees are’required to obtai additional’ loans.

~ Combinations of these factors would have to be considered for

4 cach case- For instance, if the project could get 100% £inan-.

cing-at 10% /interest; it would be better to take only 90% -
4Q;¢finahcingdgﬁ&10%‘intereSt, and raise 10% of the money at the
_lower 6%fiqﬁéfe§t_throughiallimited partnerskip~arrangement.
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L CHARITABLE AND FOUNDATION SOURCES ’
e ) 'z 4
"*  There are three ba51c forms of a551stance available from char- ’
_itable and foundation sources: ' grants, 1oans, and loan .
guarantees. . 3 o . -

Y ¢

(1) Grants | ' - o,

L

rants are the best source of mdney, as there is no need to
ither repay thém or. pay 1nterest on them. Free money is. the
/best money’. Grants can serve as the. needed initial money for
the new community. They’ could then be used to leverage other
money into the project. Church, charitable or foundation
grants, however, are seldom wvery large. They are. primarily
useful to pay for planning,. -and Por same of. the front-end
money necessary. to get the project under way. : '

Grants could be used by the rural new town developer for plan-

ning, start-up costs, and some land options. The, project

. yould have to quallfy as a recejver. of grants- fof%tax purposes,

Bt o usually by ‘serving a needy constltuency . The nonprofit.private
.+ orpublic developer of the rural’ new town should’ have no prob-
‘”1em meet1ng this requ1rement ) %ﬁ

X

i‘r b7 2P RN . -
T 'y ‘\! wa el . T . ST e
(2) Char1tab1e.Loahs . : SR =
.‘...;;.h~ Nt i o ..
ﬁﬂkﬂgharltable 1oans,are a §econd p0551b1e fundlng source. Foun- '
dations and charities are now permitted to make risk loans to

needy groups at lower than market interest rates. This is a
relatively recent development that has allowed foundatlons to

test a1te nat1ve fundlng methods-‘q o .-.,(f,

BUES

]

a0
s o Fre

—r,

‘&u There arf. hree basrc ways ‘that arliab loans could come to.
_ 5 the prOJe' : - The first is th€ direct promisory’ “1oan, where:
i}jlf the prOJéct guarantees return of the money over a specific

) term. The second method -is the purchase of stocks or bonds -

T in the project as‘outlined earlier in this section. The (third
form is: the guaranteeing ‘of other loans -- the/ghurch or char-2
itable foundation underwr}tes either a conventlonaI loan or 4\\\
another char1tab1e loan. )

.
t

'H (3) An Example

[N

Asxﬂthloned ear11er, New Communities, Inc.,-1n -Georgia 1is
d working -example- &f ‘charitable loan financing for a rur&

new community and cegperative agriculture devdglopment he
project has used m ¥y different financing ‘methods throught the ...
yearsy/ 1nc1ud1ng conventronaIWloans, grants,- and gharitables .
finanding. It recently 1§§yéd $500, 000 in bonds r sale” to.
charitable.foundationsiand ¥ch rchee They Were--s ?h R
b

large blocks of- $505.000. eath in. erden to avold.prabTem

o the Secur1ty4and Exthange Commlssnbn regulatlows.l The 'onds -‘?;

& . e W A e A c T N S
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/were 'sold as a series and were offered at firom 4.5% to 6%
interest on ten year level payment terms. Given today's money -
 / market, the terms are quite favorable for the .project. These
/ bonds also have some guarantees behind them. -

\

/. (4) Sources = - , o f : /-' : . o

> ""Bob Swan of the Internationa] Independence’ Institute worked ]
with New Communities, Inc.” to locate the most favorable L
churches for the sale of these bonds. We have not acquired
_his list, but we do know that, the best foundations to approach~
are Ford, the various Rockefeller funds,.and the Field Foun-

. dation (New York).. They have helped community economic devel-

opment in the past and are now specifically interested in

rural -development and economic development in Chicano commun-

L]

‘ities,through ut the country. - . ' .

- . FEDERAL PROCRAMS -~ .- o

?édéfal programs are one of the largest potentiai'sources‘off‘ LI
money, but onée of the least reliable. There are four broad

areas of federal development funds -- federal incomes policy,

i grints, loans, and guarantees:
-t ) ] )
" {1) ..Federal Incomes Polic L s O
. ,federal, i 50 . s v )
A TRt o CaT S e - .

A federalvintomes_poficy ouyd have a very great effect on
money available for community economic d&velopment. The pos-
sibility of'a guaranteed Qnual»income.would ‘have direct
rgziiifdtionq-for'settlement patterns in rural areas, espéc-
ially—in the ‘more attractive regions such’'as California's: o
Central Valley. An incemes policy.'by the' federal government ks

~ “could shiff, pepulation-toward the countryside;and act as"a P
 ‘support.for  any movement back to the land. People with '

“guaranteed incémes-would have the economic choice of risking
return to the land, with or without.an enforced land reform
program. A federal incomes policy would obviously be even 7 <
more effective for the purposes of the project if it were = -
augmented by enforcement of the 160-acre limitation. Lo

5o,
1
ay

.. There definitely”will be "a federal ikgomes policly within“the
intermediate fyture. It"is hawxd t%,estimgﬁehjts magnitudé: *

~  of whethef it will come within the 'next tWg ¥ears or the mext |

15 yearsy.but at some time within the planning range of thes- _°

rural néw town project, the U.S. Congress will enact. such a

poligy.i =

. (2), , Grants'
- Le) 6

S . \ |
" “Federali‘gramts. for rural new town developrent are’ simpl not
.There are a number of programs that

P

presently \availa

;
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‘have worked in the past, and some are planned for the.future.
But as of right now,- there are no significant direct grants
available for rural . or urban development projects. The federal
government is either withholding money from existing programs

. or the programs have been discontinued. S

Any grant money that hmight be available is now part of the
various revenue sharing programs. In special or general N
revenue sharing, most of the money is being administered
. through the local.government bodies in-the counties or towns.
‘. None of this money, is likely to be -available ‘without very go d
" political contacts at the local level. For .the West Side, the
only significant money would come through Fresno County, and
would require solid contacgts with the board of supervisors. .
If the rural new community later becomes a city, it might
qualify directly for revenue sharing funds. There might also
be minor amounts of experimental grant money available for
the West Side project. But these HUD, HEW and USDA programs '
are very limited. " , : : : A

-

>

(8). Loans T o R . o o
: The. potential for securing government loans is much greater '
.4~ than.for grants. The major federal programs are administered
" through the Federal Farm Credit system. ,Federal Credit Banks
make capital léans of up.to 85% of the appraised value of. the
“1and, "appraised value' lying somewhere between the "market

i value'" of the land and the '"normal agricultural value'" of the
. 1and. The:federal banks use this standard because of common °
- inflated values of agricultural land due to imminent urbani-

zation. A . '

e . P
1

“'There are three basic credit institutions in the federal system:
the, Federal Land _Bank, the Production.Credit Bank, and the Bank
for ‘Cooperatives. 'The Federal Land Bank makes major loans fof
five to 40 year terms®at.9% ‘interest, and 9.5% .interest on rural

housing loans? The Ptroduction’ Credit Bank, or,-the Federal

Ifitermediate Credit Bank; makes loans for one to seven year

termis at a base discount rate of 9% interest.. The Bank for -

. Cooperatives generally makes smaller loans at 9% short term.

o (one'yeag), and 9.5% long term.* - : P Ll
All’Fafﬁ Cfedit-Banks,dréﬁ?dopefati?ely'dwned and opérated, .
although the various boards of directors.are usually controlled
by the country's largest marketing cooperatives. Loans fromv
all farm credit banks-require that' 5% of ‘the capital bg Held"™
back’.as "stock'" 'in ‘the Féx@§0p§ditbAs€ociation; The borrdwer
- - ' LTINS B e AR S

* ' RETOD T : e
- Figures cited are as.of February 1, 1975. =~ & =
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" then '"buys back! this amount when the loan is paid off. Nearly
30% of all farm loans in the West Coast states are made by the
Farm Credit Banks.

Wh11evFCB,cred1t is better than that offered by commercial

‘banks, the terms.are not substantially lower. The farm credit
system is also fiscally and politically conservative. The
chances that FCB officers would finance a highly innovative
venture-.are not great. Especially in the early stages of
development, a rural new town probably. will not be able to
secure FCB loans If credit is .available at all, it would be
extended only after the J)and, equipment and market1ng coops.
had proven their sound f1nanc1a1 cond1tlon ' :

On a 1arger scale, the Farm Credit System has a low potential

for financing an expanded rural new town. FCB institutions

do not see their role as funding stch large enterprises. This
.~ is-'not" to say, however, that the rural new town pxoject should -

not pursue FCB cred1t for 1nd1v1dua1 farm and coop financing.

As for the urban sector of the rura1 nlew - community, there are
., basically no funds available other thap HUD revenue shi§
There is, however, the p0551b111ty of, sing a new prog )
in the hou51ng sector : This is the Section 8 provision® of-@;
the 1974 Hou51ng Act. Tt replaces the old Section 23.and -
:Section’ 236 Programs, providing rent ‘supplements for low to
~'moderate income families and individuals. The formula is.
basically a,very,good one. The federal government will pay s
the difference between whatever the market rent is, either for
‘ex1st1n Or new- construction, and; 15% to.25% of the family's

" “.income *- provi the famlry earns below 80% of the median -
; income of the area. \The law in effect says that people should

have decent housing for no more. ‘than a certain perceritage of

their annual” incomes. There is also a chance that Section 8"
, money can be used indirectly- for .¢community serv1ces and faci-

lities in conjunction with housing construction..*~The program

. w111 be adm1n15tered through both local and.state agenc1es

ff rouping thes
o Af1sed-: 1n con
' C y

Another potent1a1 source - of government loans is' the Small Bus-
ineéss Administration. These loans are usually provided for
smdll individual business enterprises, ang the terms are
generally .5.5% r 25 years. There :is some possibility of
loans among small. enterprises so they can be
hction with a larger program, such as a shopping
arger cooperative venture.

enter” |
Other agenc1es of the federal government that have to dQ with -
gGonomic development’ should be;checked furtherofor 1oan pos—

%jhfsﬂbliltles ‘. . R

.if’z

ThelNatnonaleou51ng -and Economic Development Law Project in
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_‘Berkeley is putting together an outline index of all available
federal programs that can be used for agricultural cooﬁgratives.
The work is being done for Miké Smith, Director of th¢ Economic

ent section of the Project. The listing should be

. obtaified as soon as it is completed.  However, it will probably

N have moye applicability to present farm.coop programs than the
long term possibilities for federal fu29iﬁgp;f.therural new
town. : S

»

- Other outlines of available programs should be obtained from
HUD for ithe urban sector. The U.S. partment of Agriculture
also publishes a listing of funding-programs titled, "Land
.. Use Planni;gaé§sistance," February, 1974.° This booklet lists
w available eral loans for the following purposes: . - -

\0

\

Farm Ownership N Rural Housing
Operations - ; Individual Home Ownership
Soil and Water Conservation Rental and Cooperative Housing
Recreation . , . Homesite Development
Grazing e . Conditional Commitments' to
Indian 'Land:Acquisition ~ Builders o
.. ... ' Irrigation and Drainage . - Community Services o
i . . - Farm Emergencies . T Central Water 'and Waste
, S S

Disposal - | :

‘The: final kind of federal :éﬁistance for the rural new town is

guarantees.” A major potential guarantor is the Opportunity

Funding Corporation, primarily for individual enterprises. We .
- understand that the OFC has previously arranged guarantees for
agricultural-related enterprises on the West Side. . '

~.(4) i&uarantees

‘HUD's New Communities Act_is, probably.the most applicable. :
source for finmancial guarantees for the rural new town.
Title*VII of the Hdusing Act of 1970 stipulates that guaran-- .
tees and other aids may be provided for "free-standing new:

_ communities which are economically feasible and will assist in
equalizing population growth.". The federal guarantees pro-
vided by the act can apply to public agencies and cover up to
100% of the value of real property acquired for, the new town,

_ plus 100% of the development cost. The percentages for pri- =
vate developers are lower.. .
.(5). Other.'New Community Assistance L e
. There are many other forms of assistance outliped’in the New*” . *
Communi‘ties;-Act-.  Amofig ‘them are intereg;?grahts,'intenégt N N
. loans, special plarning grants and leans, public service. "t L

grants, technical aid grants, and demogistration project -~ .1 X
grants. o g Sob

M 4
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ities Act from other federal agencies. ~The Departments of
Agriculttire, Commerce, HEW, HUD, Interior, Transporfation

.and the Environmental Protect1on Agency have had programs which
can be used 'in relation to new community’ development

Supplementary grants ‘are also ing¢luded under thghggghCommun-

>

Most}of these- programs, however either have not been funded
-or have been absorbed by ‘the’ revenue sharing program. Any
potential rural new town developér intending to pursue a HUD
*New Communities guarantee should, of course, recheck all of
these poss1ble grant sources to see which if any are still

[t

-+ available.. - . s AR

?
-

The Qarmers Home Administration has a related program of
guar ntees for land purchase and development of new. commun-
ities similar to those upnder the HUD New Communities Act.
These should plso be 1nvest1gated fyrther 3

,;;"_'_STATE AND LOCAL GOVERNMENT FUNDS , R

There are no ex1st1ng state and local funding programs for ‘hew’

community development. There are no grant programs, loan pro-
‘grams, or guarantee programs for a rural new town. Various
state programs exist- through the agricultural cplleges that

’

‘could aid in farm coop development, but~there are no programs

for f1nanc1ng larger ventures.

i

However, state and local governments do- have ava11able f1nan-

© cing- techn1ques that m1ght prove very useful. -

. e i_’-

(1) Ate o | ' .

e state level a Home Finance Agency has :recently beén
.credted. The agency will sell lower interest, tax-exempt bonds
to finance construction of low aild oderate 1ncome housing.
“This construction could be part of a rural new OWn development.
The agency ‘funds may also’be. available for relatéd comflunity
services and facilities: 1In addition, state financing could

?e combined with state adm1n1stered Section 8 Rent Supplemént
unds. ‘ TR

@) -Local N | e
. On the local level; the problem is gajifing aecess to financing
techniques that have not .béen available to community :groups
in the past The Basic goal is to use tax-exempt bonds; and
‘local 'taxing power, whether at the county, c1ty,ad& spe%1al
district level. _ S

|‘*‘(. . . . ‘ ,“.
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“provement. This would include waterworks, sewers,  light and

-for-dollar interest payments from tax exempt bonds are worth ¢

(3) _Local Tax Exempt Bonds -- General
i) - " N -~ » .

Thére are many technical complications with local tax exempt
bonds. The processes of bond issuance, and what the money can -
be used for, vary greatly with the governmental forms. This
must be lookeéd into in greater detail on the West Side. 1In
the following sectiom we will discuss some of the ways tax -
exﬁmpt bonds can be used for financing, and some of‘the ways
tax policy itself can be used for rural new town development.

Under present federal and state income tax law, bonds issued " .-
by local governmental and quasi-public agencies as well as. e
certain nonprofit corporations for public purposes are Mtax T
exempt." That is, the bondholdér does not have to pay-fedef@t¥ :
nor usually state,.tax on interest received. Thus, dollar i+

more~than interest payments:from. conventional corporate bonds™ -

'which ‘are not tax exempt. For this reason, tax exempt bonds

sell at a lower interest rate than equivalent risk taxable
bonds. . t ‘ ® : C .

Threq forms of tax exempt bonds are common in California:
general.obligation, revenue, and nonprofit corporation. e

(4) 'Genéral”Obligatidn Bonds = ' , .

Cities, counties, and many types- of special districts have

thé power to issue general obligatlon bonds. These bonds
usually must be approved by two-thjrds of the voters before
they are ¥ssued. All property owners and taxpayers in the
bond issuing entity-are liable for payment on the bonds.
Because’'of this relative security and their tax exempt nature,
they normally sell at interest rates between one-third and’
one-half lower than taxable corporate bonds. oL

“General obligation bbnds méy be issued for any municipal im-

4

(See Goverpment Code

@ a

power works or plants, buildings for municipal uses, school- T,
houses, fire apparatus, street work, and any other works, ’
property or structures necessary OF¥ convenient to carry out

the objects, purposesé and powers of the public agency.

43601.) ‘

- (5) quéngngOndé'

Revenue bonds'can ugually be issued without voter approval
for revenue producing improvements including: water supply y,
and treatment, refuse disposal, drainage, parking facilities, :
public transportation, airports, hospitals, and so on. (See _

Government Code § 54309 - 54309.1.) In other cases, such as .”
parking ga;agfs, utilities, housing, and commercial and

-
-
<
v’ :
1

! . .
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. required under state law.* _A simple majority vote is'guf-
. ficient fdr passage. SR 2 v K

:*fSTﬁCENtaxeSfcannot—beﬁused;f3~payanff revenuewbdnds,"they;;
+ ~generally sell at interest rates .5% to.:1.5% ‘above general

(6) ‘Nonprqfit Corpofation th&g

o ';« ‘ ‘ B ..—"'” . ‘ ¥
e - £ . : ) ' - 47
- 2 . T N [N . .

jndustrial facilities, a ci%& charter amendment may be

obligation bonds. Certain guarantees must also .be built
into.-the bond issue. Thése normally include a cash reserve

at least equal to one year's debt payment and projected

revenues that will produce an-annual cash surplus.

-
LR

“Nonprofit. corporation bonds are a form of revenue bond. They

can generally be issued without voter approval for any func-

. tion which a sponsoring public agency may undertake. The
‘nonprofit corpgration may. be established by a single .agency

or by two or more agencies through a "joint powers agreement."
Any project financed in this way may have to revert to
public ownership after the loan has been repaid.

While nonprofit corporétion bonds are ekempt from federal

"income taxes, they are usually subject to state taxation.’
For this and other technical reasons, they generally sell

at interest rates .5% to 1.5% above normal revenue bonds.
However, they still must have the same kinds of guarantees

»

which are required for revenue bonds. °

*_(j) ther Tax Exempt Bonds . , ' . | . .

‘Therejére bther types of;téx exempt bonds and bond procedures
-which may be applicable to the rural new town. ¥ The most

promising would be tax increment bonds which can be issued

by redevelopment agencies without an election. This method
will be discussed later in this paper. o
. '?_-, ‘ $~ " . ' .
(8) Tax.Exempt Bond Use With Rural New Town, Development -

For now, the most, important points to note about tax exempt

" bonds are that they might be used for almost any rural new

town investment, .they will.have a below market interest rate,
and they usually represent 100% financing. Thus, they may

‘be a way of dbtaining indirect government subsidies for the
“ rural new town project. » ' i

V4

* v o . . .
~° Recently approved state legislation in California now
authorizes the issyance‘of revenue bonds by local redevel-

'"»opment agencies for the financing of new housing without the

‘munity and commercial facilities

need for an election. - The financjng may also include com-
K@Iated to the housing. ,

55 .
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i Table E - o "
. Tax Exempt Bondé: A Comparison of'Typesgﬁa
LU General | o og 7o, DNopprofit «
- Attributes Obligation Revenue “:'" Corporation

.-
N

. Source of

. Taxes or Revenue '\}%#

enue from the Project

# Repayment from the Project
" Loan General Fund, Onie:Year Pebt Reserve, Lien
Security Credit of :City " on Project. - TV Lo
‘ Lien on Taxéble ) o .
Property - g t o . '
. - : ’ - R
‘Interest 5% - 6.5% 6% - 7.5% 6.5%9 - 8% 7
Rates :
Included in Yes No No,
Total Bonded -
Indeébtedness PO
L _ .
Vote Needed Yes S Sometimes No
' S (Two-Thirds) (Majority )
* : for Charter
' . Authoriza-
. - " tfon)

This woulg not be unusual since tax exempt bonds are already
used to varying degrees by profit motivated developers pri-

- marily for infrastructure costs. 'The extent of their use by
profit ;or nonprofit new town developers depends on the

" .relationship of.the developer té local governmental agencies
.and‘th%ﬁpeculi@rities'qf state and local laws.

HOWevefﬁ it .is reaggngleto.assume that a nonprofit rural
" ‘new town, because its public nature, may be able to obtain
-a somewhat greater use of tax exempts bonds than could a profit
oriented developer. Thus, if the rural new town could be
financially structured to reprgsent a fairly safe- invest t
and could, as or through a public agency, arrange tax e empt
" bond financing for the bulk of its development debt, then the
interest rate might be reducéd to an average of between 6% an
7.5%. This would represent a significant savings when compared
.to commercial intérest rates which may run over 10% at present.

-
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I:'(Q) Guarantees = - e T . . P~
. : . . "U o . [ ~

However, without - subgtantial guaLantees or a veryglarge ini-

tial monéy commitment.by the developer, it ‘is unlikely that = =«

‘a .xi¢sal new town.venture would be considered even a"moder- . T

. *ately 'safe investment, especially during .the early years of

g“'dévqlopmentt The guarantees might come’ from a gevernmental s

- agency with a broader existing tax base ‘than the rural new

- town itself, for example, the. county .in which the town, is

©. lowated. yTh;s;woulﬁwbe'simiiaf"to'the function served: by, ..

- _sugh existing programy as the guarantees available under the
_New' Gommunities Act' or the state guaranteed tax :exempt bonds,
“issued by Michigan and ‘several cther, states. As meptioned i
earlier, it may also be-possible to arrange guarantges ‘from

“.such private outside sources as larger charitable fouridations. '™
.. ,(10) Front-End Money ’
o C e s . _ o

" iIn addition,, the 'great amount of initial money required fo -’

“start development might:be'raised from socially oriented. .

_;;uniqn.pension funds, religious endowment funds, charitable, -

7 foundations, and so on. The limited partnership tax shelter o
arrangement outlined in 'a previous section might be another ' '
Xossibirity. ‘If, 'in this way, the front-end money problem

. ¢an'be solved, the nonprofit new town would become a more .

» .attractive investment for bond purchasers. 2 :

-

OTHER FINANCIAL CO?SIDERATIONS X
The general economic and financial strategy of retaining reve-
-nue. .flow, pro@its;fand the land increment within the community
is in itself a major financing .technique. Other ways that
money présently leaves the community, should also be examined,
such as local ta¥es to the county and special districts.

There are methods to internalize these taxes, suth as using

a tax increment district as outlined in the next section, to

~ help -finance development of "the rural new town. S .

N |

. . 2

(1) Loan Rayment Schedules .,

A majér strategy. for development financing would be to change
the form of financial payments.’ In all of the debt forms we
have discussed, the terms include a level payment schedule.
This in effect overcharges the project at the beginning,@and 7/
undercharges it at thé end relative to inflation or dollar /°
income. Since all payments are the same; it is very difficdlt
to make the early payments when the projéct is development of
.agricultural land or building a rural new town. It would:. be
much easier, if the loan st¥ucture were to follow the income
patteyn. Payments should be low in the beginning, rising pver

~time &s the projeﬁf rows. _A . :

.. . & ' .I.
1 - i ‘ .,. - /

»
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(2). Deferréd Interest and Index.Loans ' - ‘ ‘ Py -
interest loan, which requires. no payments in the early>yeayrs .\~ .
Anotier is called the index ‘loan., ;This method typically ties ™ 7
the .paymeént schedule to an économic indjcator, such as -the
coSt-of—living.index{f*When the 1oan is negotiated, inflation
‘is. set-.at zero arid the index number is equal to one. At that.

\,"time abasic payment'Is calculated which would repay the loan )
-+~ at’the low real mortgage rate in,a given number.of years, By ..

+ . v

the end :of the first year, the index number ;is’ incxeased to
reflect ifnflation, - 'The index number is theh applied to the

number is increased with inflation throughout the term of the-_/ -

; basyélpayment, and the product is the payment due. The index

. M"leveraging." This means borrowing as much money as possible
ney

“

I

‘}oan .\, The ‘index could as well be tied 'to the increasing income °*
from the ‘rural new town or 'that of its residents. . :
FINANCIAL COMBINATIONS AND LEVERAGING . "~ =
" Any number of the financing methods outlined above might be
tombined. In terms of the rural new town, a bgsic approach
.would be to useawarious financing combinationsi¥or greatest

"with as little of your own funds as possible. 'Fot example,
one :foundation might guarantee a loan from another foundation

v .

- to the.rural new town project with little or no money provided. -

by the prdject itself. o K L ‘

A-somewhat more complex form of leveraging might be the follow- .
ing. Foundation or government méney is put pp -as a.guarantee

" for-a loan from some other charitable spurce. This 1ldan is-.

4

then deposited in e€scrow to act as a guarantée for a commer= 5 T
‘cial loan or bond financing. Thus, for -each grant dollar many
dollars of borrowed money might be raised. - For example; if ‘

a guarantee must.be 20% of the loan, one dollar could be
.used to set up a five dollar guarantee for-a twenty-five
dollar loan., . If the deveraging were one-to-ten, then one
dollar couldygenerate a one hundred dollaruloan. B

A similar, but even more sophisticated arrangement has been
used with bond financing. This method allows for a 100% loan
and a large guarantee reserve fund without any initial money
from the borrower. For example, if a 20 year loan:is neede
for some project, the bond purchasers require a 25% cash-
reserve, and the project has littlé or no _money itself, the¢n
the following arrangment might be used. Borrow the money for
the reserve from the bond purchasers or another source. T
Issue .the bond series for 25 years instead of 20 years, byt

. collect payments from the project as if it were a 20 year loan. !

The extraumoné§'co§iiijif is deposited in a second reserve

4."fgnd. As this fun grows, the first fund is paid back to ﬁhs

-
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1enders so that the total reserves remain at 5% of the project .
c05t. Assuming . tax exempt-bond f1nanc1ngh the initial reserve., . =
nw111 be totally paid- back within 15 years.. ‘Aftér this time, .
“the ﬁecond reserve ‘will continue to.grow until it has enough
money to-pay off’ a11 the . rema1n1ng debt by the en9 of 20

[

years. ° : Lo o ) : s

A : T T
COMMUNILTY/LOCAL GOVERNMENT PARTNERSHIP FOR THE RURAL NEW Tong

“ INTRODUCTION , - B

v Qur béslc approahg\to the'deveiopment of the rural new town and

its suffounding’ajricultural areas is to definé ways in which
revenue flows and increased value from urban and*farm land can be

. kept within _the community. Thes .1nc1ude various: coop€rative, X

trust, and pther local community and resident ownership forms.

,In‘order to.coordinate .and finance "the development, however,

we propose that the new. town itself be .regarded as a pub11c or
quasi-public entity. The arrangements we outline in this sec-. -
tion work toward that end. The basic coqupt is, to establish a =~ <.
community/local government partnership which can use “as, much, ?1
governmental pawer as possible. This strategy should -be fol- .
lowed regardless of the specific f1nanc1ng arrangements made
for the rural new town.. . &v S .
. Kl A |
Among the local government functions ‘we dre most 1nterested in
are the power to control ‘land use, em1nent domaln, develbplng
and owning real estate, and prov1d1ng ‘commuhity services. “The

——dEvelopment is acces$ to money throu h “tax exempt nd - flnancmng,
'taxatlon, and funds from the state; anq federal governments. ’

. financing needed for the rural new town. Sl o

most important. power that the local government has for new town "7

I3

Thus, in any of the development schemes, the goal is to.:find
ways to maximize local Ppublic financing for the communlty S use. IR

In Callfornla, beneficial communltyllocql governq;nt partner—' »
ship arrangements would include use of county powers$, creation - -
or expansion of a cit§ govegnment, or the creatign or expan510n b
of special districts. Each these vehicles can bring some . ..
sovereignty to a local community and access to some ofqthe s e

4 v
. .

Obviously, arny of these forms must be seen as part of real world -
political processes. They will all involve the county politi- - " -
cally in one way or another.v .This will occur directly*sthrough . v
the county board of supervisors, or in other ways through the S
_Local Agency Formation Gamm1551on. -, e

. 1
H
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L LOCAL'AGENCY FORMATION COMMISSION ) v, @ T }
- g . S S
The ‘¢réation: or expansion of cities, ¥pecial dlstrlcts and” K

ot

other governmental entities in California requires’ the.approva}
of the Ldcal Agency Formation Commission (LAFCO). Therefore,.
. °no strategygforathe creation,of hew governmental units or the
-mexpan51on of existing governmental units can. be con51dereq\ 1f N
it will not be approved by LAFCdﬂ_ In addltlon to having a
great, deal of power, LAFCO's have a great deal of discretion = °
. in Betermlnlng whetherfthey w111‘approve a particular progSSal
"~ . VR :
- (%) Purpose , ;n“*.. ”:u- e o .
“ U w, . : / " : ", -
‘The or1g1na1 purpoSe of the state leglslature in .creating . .
« _ 'LAFCO's was to preVentfuntontrolléd and 'irrational prolifer-+ - =+
:'u‘ailon of- governmental ‘entities. Underthe law, LAFCQ's are :  ~
- directed .to consider ‘population, “economit fea51b111ty,,the T
jig need for community serV1ces,wthe effect of the proposéd -action .
., &,0n nelghborlng governmental ent1t1é§ and confbérmity with
Ny county plans,,as well as other cr1ter1a, in deciding whether ..
Cﬁk}o approve g’ partlcular proposal As<on¢ can imagine, a LAFCO
could justify any of 1‘5 decisions on the basrs of one or more
"of the aboveacrlterla. “'It would.be ‘extremely’ ‘difficylt to-
.prove that a LAFCO waswnot. actlng in- @?ﬁ?brmance with the law.
Thenefore, LAFGO. decisions are- V1rtua1 y insulated from judi-.
cial review%" unless 4 LAEQO falls to follow the necessary pro-
cedunai steps., e ) , ; L _ 9
R coT s o B ¢

'2) G°/ef“a“°e RS ;"'f'

- JKOY r'S

five m%mber board The .
'p01dfgﬂtwd membe é rom its own -
must~be'c1ty off Js, are .. -
¢omm1ttee, Whlch con51sts ofv' . 4

‘clunty... ThHe fifth member,  frof : i'

LAFCO's .are. genefqgl boverne
- County Bbard»oﬁkSuperv ors€a
~ membership.' ‘Twé members, whe
N .appolnted by a glty seleqtlon
»thé, mayors’ of “¢ach cityein th
,'. he' gengral. public, is.appointed by theaother four members.
Member serve for four*year terms'Mmlch are staggereﬁmil

' ' . B

L

The cu'rent me ers ahd alternates the Fresno*Coun LA Cco

the fbllowing tabl
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:Menﬁershlp of Fresno County Local Agency

:gﬂ"v ! : .Format1on Comifiission ,ff :

o o P . €
B\ — :»'.';%&--REPREs'ENTArI-ONM-~t"":‘* TERN ENDINB
" L e i ~ o . v .

John Howard City (mayor of Selma) . Ma 1977’
- O ‘ : sy )
James ‘Barsotti’ City'(councilman, Sanger) May,V1978
. ““\County"(sg?erv}sgr) .\ '~ *  May, 1973 o v
Arnie Rodrig ‘Connty‘(superViSOr)."' . May, 1975 )
" %fith Albright - Public . . - ° - May, 1§76, .u
LN ' Ly _ L N v
~ Paul Wasemikler,  City (alternate) ' May, 1975
Joh aﬁﬁﬁﬁ’lson County (alternate) ‘May,; 1977, - '
«_ Mhdell Fimt ®  Public (alternate) - Feb, 1978  *
Y/ o : . R ' | ' ‘
“(3), Political Considerat1ons o ' o . 4

L rthiTg ls to be .done in terms of us1ng local governmental
- Howers on.. he' Nest Side, it will be essential to “have: favorable,, ,
~—opinions’ and- dec1saons from the Fresno Counity LAFCO. We have - '
. not fo(nd any way around . LAFCO for the.government 1 forms most !
" benef1c1a1 for rural new town development -Good relab1onshlps
and Rol1t1cal cl ut are very. 1mpottant s A potent1a1(rura1 new
‘town”developer mus? aISOsstudy tHe‘laie11hood of whggt the;, Fresno
Cournity LAFCO may ‘approwé, a practical consLderatlon h i1l1 -
have a def1n1te effect on any: lonisterm strategy ' : }AA

3 .

" Our present est1mate '1s that-exte ive pol1t1ea1 groundwork is .
required, since the current LAFCO board would ‘probably not be -
favorably inclined towards rural new town development on the §

‘West Side. Short)of” changés in the LAFCO leglslatlon, or .
suits’ to 'change the power ofs LAFCO, the: commission will remain ..
the key to any of the longer term strateg1es for communlty/*“-'
local government partnersh1p that are proposed 1n thlS paper

s
:FMUNICIPAL INCORTORATIOM. FRAEEN # LR

4
i

. Although our prellmtnary ‘studies empha51zed special districts
" and speC1a1 sgrvice areas in conJunct1on W1th rural new town.

Y 4
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development ;" further research hag"shown that the most beneficial.
“devicelfor~fhe use of’governmental powers’is municipal ‘incorpor-
. ation. While other measures- are possible, this is by far the

most powerful.and flexible method available. ' '

Eoy C g
B ‘)l

thN L

‘o

(1) Role of LAFCQ' % o i
—AmemMunicip31 AAAAA incorporatfbns,!asﬂpreviously indicated, mustibe?,
approved by LAFCO. Cities have substantial advantages over

" other types.of formations. Once a city is formed, LAFCO cannot

. determine whether the city may perform a particular function. 2,

nFurthermore, cities are eligible for i%ate and federal funds.

r . 2

. e ‘. N . O ‘. . [N

At present, no petition for the incorporation of a city may

be circulated until approved by LAFCO. This is what makes poli-
)‘ ,tical control of the commission so crucial. : e

Once a gity is’incorporat%d, however, the adoption of a‘chgrter
adds to its powers. This can be done without LAFCO approvil,
City territory is not subject to LAFCO. -The only function of a
city that is subject to the commission is annexation. Incor-
poration,, city expansion, new districting, and. changing the
powers of a digtrict are all subject to_.LAFCO review. But a
city can function within its boundaries”without LAFCO approval
.. or interferenc@x\ - Se . o ‘(

»

¢ (Zy'fbity Type -- ggneral Lay and Charter

“ If a gxity.does not' have a charter; it is a.general law}cityf
Most larger cities in Califgrpia, population of 50,000 or more,
have charters, while smaller <Cities.are usually general law,
cities.3 General law cities are limited in 'their power to

. perform. particular types of services or activities to those-

/ powers specifically granted by state law. An .existing city .

ﬂ@&,o_may'become chartered without LAFCO approval. :%7 ) ,
.",?j’:":a_ : . . * : L. FAC. e

) deppSSition 2, which pgsSedwgdvembgm 5, 1974, was a California£€é’

I TN

.

. ‘ —
o ~ 4
. flThé.procedunés,fof.incorp rating a .city, adopting a city =
~ *charter, and annexing inhabitedfMmd uninhabited territory are
i, ' included i/ the appendix. : ’ " L

oo - H?HOW ver, LAFCO can determine whéther a special district
. may provide a "new or different functiom or class of service."
. Gov. Code 54851 (d). + R : ? PR T
¢ ’ .

QY\\Q o 3Howe‘ver, an?‘cify can have a charter and at Ieast one
city with under 4,000 peop&e;has one. - . - L ]
. by ) _ )
s { )

@

- : ) _\ g N ‘
Cw s . W e " ¢
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. state const1tut1qna1 amendment wh1ch_e11m1nates theg need for
state legislative approval of city charters and charter amend- |
. ments. These matters are now left ent1re1y to the local pop- ==

RN

ﬁ&atlon., ,ﬁ:. et T

'(") Superlor Power ‘of Charter‘Cltles

P . ' ’ y

_Charter c1t1es have broad powers under the Ca11forn1a Consti- N B

tution. In .the area of "municipal affairs" they are supreme -
over the state.4 In 'areas of statewide, as well as local
concern, they '"may make and enforce all ordinances in respect‘
to municipal affairs, subJect only to restrictions and limit-
atlons provided -in- the1r several charters and in respect to
otheri matters ‘they shall be sybject .to the“g neral laws.'"S
thquthe courts and the leglslature have not set forth broad-
.criteria for determining in whati areas cities are supreme and
in what areas they are subject to state regulation, it 1is
clear 'that charter powers provide real advantages. For example,
chartered cities do not have to: follow certain state provisions
when issuing particular types of bonds, nor are they governed
by state pension fund laws,.and they have greater powers of -
taxatuon and local. adm1n15tratlon. :

Art1c1e 11, § 7. of the Ca11forn1a Const1tutlon grants cities

the power. to "make and enforce within 1ts limits al: local
police, sanitary, and.other ord1nan¢es and regulatlons not .in
conflict with general laws." This grant of power, )whenvoom—'-v

, gﬁged with the broad" grant of power to charter citi€s:;: &110W5?;J~

rter cities to undertake health, welfare, and economit¢
functlons*ilmllar to ‘thpse performed hy the federal and state
government, so long.as’ they do not conflict with state and/or
federal law. For example, a city could undertake private S
enterprise functions for the general welfare of its citizens.
It can condemn, donate, and acqu1re land, buildings, and bus-

*.. inesses for-a public purpose.’ It can prov1de whatever services

would promote the general’welfare._ _ g-;_,, :
It is 0551b1e that mpst of the above, functlons could be pro-
vided: gy a' general -lTaw’ citys However, the exercise of =such
powers would always leave the city open to legal attack on the-.
“basis that the state law does not provide general law cities - .
the power to undertake the partlcular function. | Lt '

-

‘ .
N . f

4cal. Const. Art. 11, § s. g S

>Ibid. | £
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(4) Use of Charter City Powers by the Rural New Town

Acting ‘with a charter, city powers should allow the rural new
town to-aid agricultural and urban development. A city, for
instance, could act as the land trust for both the agricultur-
al and urban land. While it might be very difficult to have ..
\\ ‘a private land trust qualify for tax-exempt status, a city
automatically has that“status as a public agency.

R B : '
A city could algo act as .the purchaser, condemner, and financer
’ of the land. *EBe :financing could be done at public interest

- rates. A city myght be(able to use its financial power in
support of agrigultural development. It would also”bg,thg

B funnel for brigging in and distributing federal reyenir-
sharing funds/ Some of these funds:could be used”for  rural
as well as urbag. purposes, §s part’éfan 6verall community
developmenty strategy. ’ . . :

Similarly{ a city might act as the owner of farm.equipment or
other capital investments ‘for the 'surrounding farms and coop-
eratives. \Uity powers might be used ‘to finance the equipment

* at’'public interest rates. The city in effect could operate as
an economic Yevelopment bank both for rural and urban invest-=™;
ment. Further udy will be needed to determine how far city..
powers can bé expanded,,fncluding the security and guarantees
required of municipal Wond issues and r$§trictions in the

- Internal Revenue Code. PR A ‘

! ':-u»"?,_-

".At.this stage, howeter, our legal research indicates that city
powers can be .broadly applied. If investments can be defined
‘as having a-definite public purpose, financing should be  avail-
ab1$‘through a city's borrowing and {taxing powers.

L] Al

Cities can construct, ‘own and operdte utilities -- electric *

- power, telephone, cable tv, gas, water, transportation systems,
and so.on. This is true despite the common private ownership

~andgoperation of these utilities. A city might operate a radio, .
~.or television station, financed with public money. Housing is
_.also an area within the powers of chartexr cities. . Real estate

~ development, such as commercial and industrial park development,

., 1s also a possibility, These are all areas where the city might

i

Al usejits;financial powers to aid community economic development.

The normal control of land use -- through zoning, as well as

o subdivigion, building, and housing codes -*:is also very impor-
tant to new town development. However, the emphasis of our
proposal is on the strongest land use-contrql mechanism --

. direct community ownership of the land. L o :

.
¢ .
. .
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(5) City Powers in Agrlcultural Areas

In general, a city can extend its powers into a r1cu1turaLwareas-
as long as those areas are;included within the tity limits.
However, 'in some cases c1ty powers mlght also be extended to
areas outside’ city boundaries. - . - ) :

. .

 Another con51derat10n that should be 1nvest1gated further is
whether a c1ty would be subject to the acreage limitation of

the Reclamation;Act. Since our proposal looks, toward develop-
ment of larger scale land trusts and cooperatlves for the rural
new town, city ownership of ‘1and might well avoid potential
probleimns that our own development strategies might encounter 3.

~with the acreage 11m1tat10n.,“Comp11cated leasing arrangements

might be worked out to avoid the. ltmltatlon, -but it 1is pos-
sible that public agencies are’ snmply not subject.to the "
Reclamation Act provisions. .A city could then fuhctlon as’a~ i
large scale land tryst for the area. Lo

SPECIAL DISTRICTS | N

0 P
P

An alternative to the formation of new or expanded cities is
the formation of special districts. The advantage of such a
formation is that it does not entail the responsibilities that
go along with municipal incorporation. Furthermore, LAFCO
might be more willing to approve the formation of a special
district in cases where it will not approve the formatlon of

a Clt)’ v ey - . LN

(1) Powers . - S

: , '
Special districts have the power to perform special functions
set forth under California  law. And&, they have the power to
perform the acts:necessary to carry out those functions. ,For
example, a district with the power to provide water has the
power to purchase water facilities, condemr? facilities and

" land needed for providing water for public use, issue bonds,

and levy taxes. The power of districts to issug tax exempt
bonds makes their’ formatlon»essentlal for the prov151on of
utilities. o . -

.--ﬂ

(2) Relatlgn to Future Cities - . ‘ < .

By v

The formation of spec1al districts may ‘also be:critical in

determining the boundaries of future- cities. It is unlikely
thgt ‘a district whichg @@s broad governmental powers will be
d1v1ded up among seve¥al cities.

A
N LA
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(3) Types of Districts ~

Several dlfferent types of. special districts are outlined in

. ‘the appendxx, ~Edch.of the district types has unique prereq-
.uisites for 1ts formatlon, administration, Jand sérvice areca.

"Some district format;ons may be -blocked by owners of half the
assessed land value.in an area. Some districts arc governed

by the county rather than by district residents.. Landownqrs
‘govern certain"districts, while oﬁhers are ‘governcd by a it
majority of the registered voters.

.

: ..
The most useful forms for rural new town dcvelopment are the
~public utility dlstr1C1 the community service .district, and
--the county service area. These are%desbribéa'in detail in the
-.’,appendlx. o -

’

,x-‘,"‘ T. .

v.- (4) Recommendation T

We are not recommendimg that a rural pew town developer move .
toward use of special districts, even though the Fresno County
LAFCO might approve their formation. Despite the fact -that ’
these districts can serve many functlons, they are simply too |
limited in terms of the'needs of an expanded rural new town. -
. The best strategles remain ghgrter formation and expansion from
( an existing town like Huron{"} a new incorporation and charter

formation, followed by annea®fon. - . -

b

e

Districts m1ght be used, however, as an 1nter1m strategy that
éssentially would accompllsh rural new toWn iJevelopment in’
phases. In this case, the community services district might
prove most beneficial for the new town unt11 lncorporatlonh
beeomeslpo>>1b1e - oo . :

COMMUNITY REDEVELOPMENT LAW

The Ca11forn1a Redevelopment Law6 provides a procedure which
can be useful for rural new town development. Under the law,
communities’ may undertake the redevelopment of de51gnated
project areas.

(1) Definition
4 S

‘ .RedeveloEment is broadly defined. v

6Healt.h and Safety Code Sections 33000 et seq. ¥

: 7"Publlc bodies,'" which include c1t1es, counties, districts,
“or any othe;zsubd1v151on or public body 'of the state, come‘under
the state ac Health and Safety Code 33003. - -

£
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a0 . .‘
‘"Redevelopment' mcans thc plunnlng, dcvolopmcnt
replanning, redesign, clearance, 1ct01st1uet1on
cor.rehabilitation...of all or purt of a survey
“ area~ ‘and the prov1qlon of such residential, com-
mercfgl, industrial, public, or other strutturc
or spices as may beaapproprlatc or.necessary 'in the .
" interest of the general welfare, 1ntlud1ng recrea- -
tional...facilities.. (I.& S. Code § 33020)
. L]

(c) - The replanning or redcslgn or original devel-
: opment of underdeveloped arcas tb which either oﬁ

{ , - «.the -following .conditions exiss. a /-
’ , (1) The arcas are qtagnant or 1mpropcrly

. S ut111zcd?~‘. .
v . (2) The arcas require rcplannlng and land "

: . asscmbly for reclamation or dcvclopmcnt
in the interest.of the general welfare
(H & S. Codc 33021) ' .

Redevelopment prOJccts may be undcrtakcn 1n bllghted arcas.
“Thegse includc, aTteas in which there are unfit or unsafe build-.-
ings, faulty plann1ng, deprecciated valuces §1nadcquate ta R
receipts, unproductive condition of land). Othcﬁfsécti%ns
. of ‘thellaw 5pec1f1cally alléw for new communlty development
~H.. § S. 33021). .

r\
-

(2) Eminent 'Domain -

TR ' ST .
JA redevelopment agency; like other government .agencies, may
use the.eminent domain process in order to acquire property
for a project.

~

(3) Process

A possible disadvantage of the redevelopment process is that it
must conform with cumbersome planning and administrative efforts
in order to comply with the state redevelopment law.

(4) ,Tax Increméht Aspects

There are two very important features of the redevelopment law
in California that- make. it extremely valuable for a rural new
town development s‘trategy. Redevelopment districts can use
tax increment financing. This means-that all property tax
revenues generated by increases in area property values after
adoption of the plan can be used to pay for redevelopment
related projects. . .

L4

»

85ee H. § S. Code 33030 et seq.
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The .second important. aspect of the- Law: is thnt rcdcvclopmcnt‘
projects .may issue tax ¢xempt bohds which are secured in.whole
or in part by the tax increment revenues These bonds can be
issued without voter upprovnl‘ Sale of such bonds would per-
mit the agencCy, or the city LOUnLll, to borrow against the
enhanced value of the,district land and ittw, or rohubllltatcd

» structures to mecct program cxpenses.

- J N _ - _ _ o
X5) .Implications of Tax Increment Powers tor°thc Rural NcL Town

A new community, built new or fgom an e andcd town‘ can be
defined as a redevelopment prqjcct which then’ would have all
redevelopment powers. [f ar'- existing city defined itself in

- this manner, the prdcedure would not be subject to LAFCO '
approval. The local c1ty counc11 ‘would have eontrol of the
rec evelopmcnt proccss

The ma)or benefxt qf thls dov1Lc is the 1ntcrnaltzat10n of

e .
. s et )

“,revenue :floWws, spcclfxcally taxathn Since tax increment

ﬁlnantxng would retain the %axcs’from'mncrcascd property

‘ Ayalueé within the rural new, town, prpperty taxes which would

~ opment.

go no¥mally. to Fresno County'ﬂnd to the Wcstlands Water Dis-
tr1ct would be. retalned for lqcal use. o . 'L
T3 \ -
Thus, maklng the rural new town a tax 1ncremen; redevclopmcnt
district 1is cr1t1cally important to our ove¥a¥l proposal-for

‘the West Side. Not .only could the project internalize inércaséd

land values and development profits, but it could also retain
all property taxes on the increased land values and‘new devel-

. J v

OUTLINING THE ECONOMICS OF THE RURAL NEW’ 'I‘OWN .

v

. _ o S

INTRODUCTION - . o . Sl

Where do all these financing and partnership arrangements. lead
us? Assuming good political relations with the county board. of
supervisors and LAFCO, and a generally ‘stable economic’ condi-
tion in the San Joaqu1n Valley, we will project in this section
the economics of the rural new town on the West Side. This pro-
jection will not include either the early agricultural efforts

‘of such organizations. as the West Side Planning Group or the

later regional development of the entire area. We will chus
our outline on some of the main economic features pof a mature
rural new town on the West Side some 15 to 20 year§ hencé
‘ﬁ .
o o »
15.

:
g
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- BASIC ATTRIBUTES : S .

As described earlier, the rural new town will develop through
expansion from Huron, the most’ likely base for growth. Devel-
" opment will include the agricultural areas surrounding the
town... The basic attributes of the town are summarized in
Tables B and C (pages 21 and 22). . - /

i ~BASIC ASSUMPTIONS ' ! | : B

7 Qur assumption-is tﬁ@t very early, Huron will become a charter
city to maximize thé local powers essential for new town dev-
‘elopment ... We 'also .assume that there will be good political ~

. relations®ith LAFCO and the county so that Huron will be able
to annex surrounding territory. In addition, we assume that )
financing for ‘land purchase and development will be obtained
using tax exempt bonds. Most critical of all, we assume. that
political control will be gained through thetHuron city council,
since secure and long term political control of the city govern- °
ment is absolutely essential for the rural new town development
process. tg work. . ‘ : '

OWNERSHIP AND CONTROQL )
'-We.antiqipaté_the maXxXimum of-Community,'cJ perative, and
‘resident ownership forms throughout the rural new town. This"
“jneludes .the land, improvements on the lang,.and real estate
“including cooperative housing, and comme iial and industrial-
buildings. It also includes ‘equipment cfoperatives, marketing
_scooperatives, and other agricultural relpted operations. We
i expect that a. fair percentageg of -the p;p'ﬁ? ive and service
enterprises will be mutually¥ind localj ned such as retail
and wholesale trade, light industry, confftuction, and group
“professional seérvices including medical a#d legal. Maximum °
control of utilities and public services will include commun-
ity owned electric power, cable television, telephone, gas,
water, pand transportation, as well ‘as copoperative radio, tele-
vision, and neéwspapgr ventures. .These ' ownership forms are
“intended tégggtain the increased land values and profits that

2oy

2

~would- othergfise leave the community and to maintain conmunity
control of ®ssential.Tesources and ‘services.

. LOCAL ECONOMY

. ‘Basically, the rural new town wild hatte "mirrors" placed around
_ 'its local econagmy. These economic mixrors will allow cdpital
s from outside to reach the town, but will*reflect profits and
" ®land value 4Anhcrements back into the community. In this way,
 the economic and social well-being of the residents will*be .

.. increased. - B . ' : .
v 69 .
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LAND AND LAND REFORM ASSUMPTIONS

We also assume thﬁ%tsome 1imited land reform will occur in.con

*junction. with the,¥ural new town development. This.will ot

apply to the enti&echst side. However, some of the lafd’ for .
the town .will be secured at pre-water prices. This will heve
_to be achieved either through partial enforcement of tﬁg ¥60-: .
‘acre limitation, OT through negotiation with the present land

. owners. We assume, then, that part of the land will be bough:c_i
~at between one-third and one-half_o% current market value,

-~ s6me at market value, and that essential‘property;and dévelgpé
ment rights in the preserit ‘town of Huron will be. purchaseds=

. ,“ﬂa
. A

FINANCIAL ASSUMPTIONS = -
We assume sound and'beneficial financing arrangements will Qe'j?
obtained but with-few federal, state OT chgritable.g;ants..». o

a

an- -
cing. These wirljincludé‘néwﬁépmmunltles guarantees either.” =>.
Jfrom HUD or the Farmers Home ministration, OT other guarai o
tees from church and charitable .spurces. "With secure finan-’
cing, relatively lower interest rate bonds.-will be used for -
development. As much of the project as possible will be
finanded by local government bonds. This %ill permit finan-
cing at 6% o 7.5%, instead of copventional interest rates

Instead, outsidefguarantees will permit primarily locale fi

10% and'abdvemﬁ'Virtually the entire project -- land, rea
~estate, equipmentnfutilities/anthousing -- will be finan

at public interest rates. _ - y -
o 7 . . L . 2 . —

© GOVERNMENTAL FORM-

‘We assume thé;ﬁ@st beneficial government form - - a -combined
charter city and tax increment district_;vrfor”the entire _<

expanded“new-town specifically including the agricultural .
areas. The complete rural néw town'will“be‘a.cqmmUnity rede- -

velopment project. Since the,@istrict will have’ the same
_boundaries as the city,_the;Local ¢ommunity through its city
: coUncliﬁwillhhave.completq{" ptfolg

planning and development.

«

RS oA
TR L ¢ ¥
" ' N -

PROPERTYVTAX*CONSIDERATIONS“?fi"%
. ’ Lo . Do = . D - .
. The assuméd use’of redevelopment 1aw will create€ another set
of economic Mirrors; in this‘ca§e,fﬁkouhd the rural_newgﬁéﬁﬁfs
incremen;al’property taxes. ‘The reﬁidentsjbf;the"toanﬁing'
pay almost no property tax -that will go-oﬁfside of the 1bcal
economy;-little will go to’ the ‘couhity, to the WestlandsyWater
District, or to the school district. The retaipéd&taﬁ?mbney
will be used for land purchasés%énd 1and development;’ "It will
also be used for the towhfsl,filities and infrastructure of
roads, pipelines,fSewers,, ser lines,7vand communications-as

- -~
:}\(" '7 0 . ¥ 4
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. ‘well as parks “town hall, and other puK& c and communlt \b 1
in S and. fac111t1esc

uild-

s p Y\
A /“ \ 7/‘ e o

The_county will probably not be happ with this = -arrangement . §}/
However, it w111 have to continue to_ provlda the rural new - '
town, the sgme riange of s frv1ces that B
’ c1t1es£1n the county. Similarly, the
- tinue to serve the town. But the town} of cour
.receive any speC1a1 favors from these agenc1es

SCHOUL DISTRICT FINANCING

At” f1rst thigfgioolﬂdféirlct‘wﬁll se
> since this i where 50% . of propert
goes. Bringing new families{to th ‘land.will put de
uburden on-the scheol system w 'Ie enylng it tax' reuenue from N\
- the new- pop7}at10n However, nique situation 'will exis

< on thegWest Side, since the sch oJMistrict include® a muc
broader base .thanp the rural Yew

) e @st of the Westlands Water
oye ed expansiom offthe rur
Slqce there willibe ly partial 1and reform , most 'of the Jland
not purchased fo. ﬁnnrural new town jwill stéy with cérpo 'a-
tions and e fakm owners. The codt of tHé® new town sc oolsg)y

then, w111/b°?e ed to.these absefitee owners in the /sur-
round1ng rea,

Th€y, will remain~in the - school dlstr t, and
qugo the s:;go;/gystem However"%hey 11 not control the
nc

to present a pro"
ax money, tra th al

own.. The schogl~ gyster
trigt -- well beyond
a% new to based in Huron.

schools the school district wi e based on one-
person, one vote, nabl;ng the rural,aew town re51dents to

.." " /_

iy to ho mudh income” the school =
mer, but\within everal: years )
Burden for sybol fi :

2 ,opmen law will s 111,
-ayments while recetVing-state ‘sthool aid.

c ™
higlever the case, the cost, oszhe school system wfh& be
1arge1y eXporf®d, “

D) e ' : ,.2L | S
POFENTIAL PROPERjTY TAX SAVINA\ L f\ \

It is d1ff1cu1t to estﬂfate
accumulate, but a: roygh

assessed valuatloﬂ‘ olr abo
new town per year. j I :
sign f1cant amount, comsi

to 7.4% interest rate u 1ng

1t a t1ve1y ,
ernment nds.\\The resulg}ng effective: g ‘

X savings"
$10 for $%
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R 9l 11 éhus*bq}between 4% and 5.5% without

: X 2 ™~
] o A { L .

.. a 3 e~ gubdidyes. :

. | | . S \oh \ P | | |
RIGHEAE. AT A

. . . . : .&' .‘ ) - '

\Ment of the?fural'neWE,k; -will be coop-

!, erative or indivigdua¥ home pwners, there will be additional -
benefits for thefcommunity.. -.In-this ¢ase, they will take- the
form of statg/tax subventions that go to home owners but not
tocrenteys (cooperatiye housing is<tonsjdered a- form of home

~owne ). ®These 5avings will equal about $200 per household .
per year, based on current statg law. _Ultimately, a.total '
state subvention of about ope million dollars per year will

go to the tax increment district for financing the rural new

town. , o '

(h% addition, under present law elderly.home owners will receive
\\5a rebates from the,K state for any property taxes they pay.
epending on their incomes, up to 96% of their property taxes
wi be returned. Under pending legislation, from $7,500
incame per year on down, 100% of- the proparty tax will be
rebated. Since the elderly in the rural new town will be
cooperative or individual home owners, this will provide addi-

tional savings. ¥

—~ ! ., )
Furthermore, cooperativé‘add individual home ownership will
enable the rural new town residents to take federal and state\
income tax deductions. However, because most of the property .
taxes will be rebated and the mortgages cut, these savings will
not be' as significant as they would be for the normal middle
income home ownér. But they will still represent some additional

savings for residents.

s
k)

SUMMARY AND CONCLUSION

In summary, the rural new town expanded from Huron will realize g
very significant reductions or savings in capital costs and tax
costs which will be made available by internalizing and mirror-
ing the local economy, and maximizing existing local govern- '
mental .authority for the good of the community. This, combined

‘with land reform forms the basis for the economic development

.. strategy we envision for the west side of the San Joaquin
Valley. , » ' e

In fact, the savings from these methods are potentially so
significant that families living in the rural new town will
have middle class incomes and also in effect receive their

" kousing free.  The benefits of land reformi labor-intensiye
farming, increased land productivity and.dev&1lo t of a rurad
new town will convert farmworkers to farm ownergmjﬁﬁﬁgpeatly ”

o - L .
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:.increasebtheir incomes. But in addition, bécause of the other

financial, ownership, and governmental arrangements outlined,

" about 25% of residents' annual income will also be retained.

" to annex surroun

~ This will be enough to prov1de free housing. In effect, the

- economy of the tax increment rural new town at -Huron w111 raise
the new middle income family to an even higher 'standard of
living. The residents then will have the option of selecting
how -the benefits of cooperative development return to the com-
-munity -- whether in the form of low cost or ,free housing,
¥ lower food costs, no taxes or free medical care and community
. services.

eTRANSITION PHASES -- FROM HURON TO THE RURAL NEW TOWN

”

COURSE OF ACTION S

o~ 9

Trdnsition development phases for the Huron area should include -

the implemg tatlon -of the agri- park strategy described earlier.
Assuming polrl ical control“in the area, several other prelim-
inary ‘steps should also be taken: The, first would be adoption
of a city-charter in Hurofl. -The glty could then purchase the
agricultural 1lan esently: w1th1n 1ts eity limits, %nd start
. . ‘ .‘ \, @Qn.;i"’ .
'Hurop/grould then egtabl 1f- ?s a %ax 1ncrement dlstrlct
rede lo e

.

o ™
7
«

through the communi%y nt"law. - Using the .added
powers, of the distratt, Huro 1 - pﬁrcha;e,land make capi-
tal improvements using:city 1nén¢1ng;'a§8.serve as a community

development trust. The town)cdould- a¥so e its redevelopment
agency and tax increment funfl- in conjunctioh with. housing and
commercial rehabilitatign,an ~new dexelop t. Huron would
become an agri-village, testlngoxhe eprly parts of the rural
" new town strategy. K

§.  g :'4 - iﬂ/ B
v A .f?s Jv m‘47:§;

However he%vy costs for legal se véies Bonds and compl ca-
tions accompanylng the various publi pr1 te a i

result. At present, Hurocon may'bk tpo s 2“
planned growth. The commuﬁr;y/local gov rnm nt- pa'
may have £§ wait for a_l enough- eco of q ‘and admink
tive unit7to support it)\ T annexing {gro ess fov'lnstance,
would have to take ptac ore evgn con51der1ng the complex
community/local governm @g@d?ent§nwe hHave discussed.

"\J

PROVISOS

AL%ERNATIVES -

‘ conventlonal methods if feasible.’ n m1ght be to use
N v ) i “
) 73 N ' ‘ 2 : )
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. ﬁeftax.iﬁ%jéménn@ﬂiétriét_benefits through a county as o posed
.- to.a eity” edeyeéﬁpnentbig"cyg- _ Y
. ! . [ o R '\\:l~ o “‘.: o \(j . ] Sy %o,

PR ot T A L * - . -
. ?J”RegardleSS'Qj“ghe problems that may be anticipated'i ¥coordin-
/.. 7 ating -the transition phases, each of the specific oposals
. 'for the rural new ‘town should.be studied for its applicability
to p#esent programs. . For example, tax exempt bond financing
and tax increment revenues could be used to improve existing .
housing conditions in various communities in the Central Valley,
$not just Huron. TRental housing could be rehabilitated and
‘T turned over to its residents as cooperative housing (see ABAG
‘proposal in the Appendix). Here and now benefits may be real-
ized from the transition steps and specific aspects of the
overald economic development strategy short of the ultimate
creation of the rural new town. S o

m.A?PLIdiﬁiﬁPTY TQ;?RﬁiiéTPRo RAMS N pf;éi T
= . . R R S ~ o . . d ‘ . \{

A

FURTHER STUDIES --'CC)ST“§ AND T:[M:[N(i
. s *

. _ - —

The cost and duration of further rural new town development
studies vary with the amqunt of detail required and with their

. intended use. There are four 1eve¥s of community planning that
can:be_pursue?. . . . o : 0

MORE DETAILED STRATEGIES FOR THE RURAL NEW TOWN : ,

This*would include more detailed legal, ecafigmyc _apd financial
‘analysis of the rural new "town than provideafgg:fﬁis study and
would alsb relate to cooperative agriculturé;“ velopment -and
land Teform on the West Side. The project wduld take three to ...
six months, and cost from $5,000 to $10,000. ‘ : .

PROTOTYPICAL NEW. COMMUNITY PLANNING FOR THE WEST SIDE

»

This would include the first option, plus an economic and
financiak_model-of*the rural new town to test various financing
schemes, ownership arrangements, population densities, physical «
development pattérns, and various assumptions about. the local °
and regional economy. - The project would take six to nine

months, and cost from $15,000 to $20,000.
_ DEVELOPMENT PLANNING OF POTENTIAL SITES ON THE WEST SIDE

“ ‘[\$his study- would include the first and second options, plus

' provide general physical planning for site locations. The

“ project would take nine months to one year, and cost $25,000
to $50,000. ' ' o




. . . .'l | | g ‘ . 67
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RURAL NEW TOWN.DEVELOPMENT PLAN D

This study.goes beyond previous strategies and prototypes to
select a specific site. and development plan. It includes all _
of the above options, then plans land use, roads, utilitiey,
and the overall economics of the area. This option 'is simzlar T
to what would be required if an application were made for a

., HUD Title VII New Communities guarantee. The project would take

‘a year\to a year and 3 half, and cost $100,000%to $150,000. .

. ' A . :
&
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INCORPORAEING A CITY

No petltron for the 1ncorporat10n of a new c1ty1 may be circu-
lated”until approved by LAFCO0.2 A proposed city must have at

'least 500 1nhab1tants

Once a pet1t10n is approved by LAFCO it must be 51gned"} at

B .least-25% of the registered voters. in the proposed area. Then

hearings ‘must be held on the proposed incorporation. The Board

of- Supervisors has the power to decrease the areasincluded in
.the proposed city. Furthermore, the incorporation proceedings

may be halted by owners of<«51% of the total assessed valuation

?in-thesproposed area for incorporation.
- PR . . .

"’ BROCEDURE FOR ADOPTING-AﬁgHARTER‘ L

ded in proposed cities.

" Any c1ty may adopt a charter. (Government Code 34450)

(1) Adoptlon of a tharter (Government Code 34450 et seq.)

(a) Upon petition by 15% of the reglstered electors of a city
or a majority vote of the governing body of the city, an elec-
tion shall be called in which electors shall vote on the ques-
tions '"Shall a charter commission be elected to propose a new
charter or to revise the charter?" and who shall serve on such
a charter com 551oh Ileovernment Code 34452 and 34453)

(b)= A yote on the proposed charter shall be held on the next .
established election date not less than 74 days from the pub-

"lication of the proposed charter. (Government Code<34457)

'(2)‘ Alternatlve Procedure (thls is the ea51est and preferred

method) ) '
(a) A ijEEFed charter ma; be submitted.by the gOVernlng body .

of thé& C1ty to %he voters. (Government Code 34458)

_(b) An electlon on such a proposed charter. shall be held

within not less than 40 days nor more than 60. days after the

completion of advertlsing in the official paper. (Governmeng

Code 34458) y - ,,ﬁ- ( - _
- g .

1See Government Code § Z£200-34333. Thfse sections conta1n
rules governing .the-'"'shape" d types of land-which may be 1nc1u-

’ . . / ) * ~
2Government Code.34302.1. R : : ‘ 2\

. ’ ‘ : * ] . t’t‘\ .
» ) 76 . ) . o . - "/, \
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The only p0551b1e dlsadvantage to adopt1ng a charter is the cost
to a city of holding a charter election. .

- ANNEXATIONS . v

”"No ‘annexation proceed1ng shall be 1n1t1ated w1thouf/fhe consent
" -of LAFCO. (Gov. '35002) ;

' A . ' ' 7

(1) Annexation of uninhabited territory. 35300 et seq.)
. 4 . »
(a) vuninhabited territory deflned &

Less than 12 persons have been reglstered to vote w1th1n
~ the territory at the time of filing of -the petition or the
- institution of proceedings on motion of the city 1eg151at1ve
_body (Gov. 35303) : ‘ . :

e (b) .initiation. of annexatlon

Upon rece1v1ng a written petition requestlng annexation
51gned by the owners of not less than one-fourth of the land
in the teérritory by area, and by assessed values...the Tegis-
lative body shall without delay pass & resolution giving .
notice of the proposed annexation. (Gov. 35305)

. . . A - *

A hearing on protests to the proposed annexation shall be
set betweeu 40 ,to 60 days after the passage of the proposed '
resolutlon (Gov 35307) .

2

. -—

The legislatdive body of a c1ty may initj ate annexation .
ceedings-on its own w1thout requ1r1ng/a>p tition. (Gov

AN? otest by property owners:
- ~

No f rtherproceedlngs (for anpnexation) shall be taken 1f
protests are made by owners of one-half of the value of the
territory {to be annexed. (Gov. 35313)

Qd) adopt'on of annexation ordinance

If a . majority protest has not been made, the ity shall
approve or disapprove the annexation w1th1n 60 days after the
hearing on protests. (Gov. 35314) ' .

(e) taxation of property in annexed c1ty to pay indebtedness

¢f annexing city: N '

N . \

LY
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Writtén consent of owners of two-thirds of the value of the
territory must be obtained before property in the annexed ter-
ritory may be twxed to pay any indebtedness contracted prior to

» the time of annexation. (Gov. 35319) '

(f) annexation is prohibited if it leaves unincorporated ter-
ritory completely surrounded by the city. (Gov. 35326)

- (2) Annexatlon of inhabited territory (Gov. 35100 et seq.)

" (a) Consent of the city.legislative body must be obta1ned
?efore proceedings are- cdhmenced. (Gov. 35106) .

)] Petition by residents of proposed annexation area and =
Protest: Upon the submission of a petition by one-fourth of

.+ the qualified electors of the proposed area, the city shall
submit the proposal to the voters residing in the territory
(Gov. 35116) unless a maJorlty protest is made to the -annex-
ation. (Gov. 35122)

(c) Annexatlon proceedlngs shall be halted if protest is made v ;
by owners of*one-half of the value of the terxltory to be L
annexed. (Gov. 35131) -

(d) Adoptlon of_§ﬁnexat1on ord1nance If a majority of the
..voters approve thg annexation, the leglslatlve body may approve
uthe annexation. (Gov. 35135)

.(e) If the legislative body fails to approve the annexation
it shall submit the proposed annexation to the voters of the
city. (Gov. 35136).

(f) If -the value of territory proposed to be anne is equal
to one-half or more of the value of the land in the city or

the number of qualified electors in 'the city is equal to one-
half or more of the number of electors in the city: The pro-
posed annexation shall be-submitted to the electors of the

city or in the alternative the legislative body of the city
may terminate the annexation proceeding. (Gov. 35133)" )

PUBLIC UTILITIES DISTRICT*

(1) Formation \\\\}‘1
tal 'Mhy be formed in uni corporated territdry. (PUC Sec.w15701)

(b) Petition for formation may be presented by number equal
to 15% of votes cast for governor in previous elgction.

4 .

* : T
Public Utilities Code, 15501 et seq.

18
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(c)‘ Board of supervisors may dismiss petition if it finds ‘dis-
trict uneconomic -or ‘'unfeasible (PUC 15738), or it may alter
boundaries. (PUC 15736 and 15737) .
(d) Dlstr1ct shall be formed 1f approved by a majority of the
.. voters. (PUC 15791) A

e(2) Powers

(a) ‘A district has the same powers with reference to imprq35w'
"ment districts as are conferred upon irrigation districts by
the Water Code Sec. 23600 et seq. (PUC 16407)

.(b) A district may acquire, construct, own, operate, control,

or use within or without or partly within and partly without

the district, works for supplying its inhabitants with light,
water, power, heat, transportation, telephone service, or other ¢
means of commun1catlon, or.means for, disposition of garbage,
sewage, ot refuse matter. (PUC 16461)

(c) A district may acquire, construct, own, opeizte (etc.),
a fire department, street lighting system, parks, playgrounds,
..buildings to be used for public purposes.... (Gov. 16463)

(d) Powers of fire protection district. (Sec. 13801 H. § S.
Code) (PUC 16463.5) |

(e) May issue bonds.
L

(f) Funded indebtedness may not exceed 20% of assessed valua- -
tion of property. (PUC 16573) . ffma

(g) Maximum interest on bonds is 6%. (PUC 17003)

(h) - Only revenue produc1ng facilities shall be acquired. So
far as possible governing board will fix charges to pay for
‘expenses (PUC 16467) ' :

(i) Exceptioﬁs wh1ch do not have to be revenue producing are:
fire departments, street lighting, parks, public buildings,

road worﬁ;n\ (PUC 16467.1) _ _ /
-r‘ X : . ’(-

(3) Who verns: elected Board of Directors. (PUC 15951 et

seq.) ' - 4

79
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MUNICIPAL UTILITY DISTRICT*

(1) Formation

\ . ,
(a) =Any public agency together with unincorporated territory,
or two or more public agencies, with or without unincorporated
territory, may organize and incorporate as a municipal utiIity
district. Public agencies and unincorporated territory included
within a district may be in the same or separate counties and
need not be ,contiguous. No public agency shall be divided in
the formation of a\district. (PUC 11561) o

(b) Request for Formation by Legislative bodies of public
agencies: must be made by legislative bodies of half or more
of public.agencies to be included in the proposed district.”
(PUC 11581) , : ' ' ”

~

(c) Request for formation by petition of electors: may be
presented to the board of supervisorg of the county containing
the largest number of voters in the proposed district. Must

be signed by ten percent of voters. (PUC 11611)

(d) Upon receipt of request for formation/by legislative
bodies or by petition of electors, the board of supervisors
shall call an election. (PUC 11641) ' :

%2) Powers o ’ ' i ,(ﬁ.

(a) The District Board shall supervise and regulate every
utility owned by the District. (PUC 11885) -

(b) Power to acquire utilities for supplying inhabitants, with
light, water, power, heat, transportation, telephone service, or.
other means of communication, garbage, sewage, refuse. (PUC
12801) B :

(c) Power to incur indebtedness: a district may borrow. money
and incur indebtedness. : . -

“(d) No indebtedness shall be incurred exceeding the dordinary
annual- income and revenue of the district without approval of
two-thirds of the voters, voting on the proposal. (PUC 12841)

(e) Debt 1imit: No district shall incur indebtedness which
in the aggregate exceeds 20 percent of assessed value within
the district. (PUC 12842) However, indebtedness which has
been ‘supported by the revenue of a utility for over three

* [ 4 . : " ’ K
_Public Utilities Code 11501 et seq. -

- | 80
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years‘shall not be included in the above'figure: (PUC 12843) .
(f) The district may issue revenue bonds. (PUC 12895)

(g) Taxation: There are broad tax1ng powers for district pur-
poses. (PUC 12891 12893)

(h) Bonds Maximum interest rate is 7% (PUC 13207 this may
have béen amended recently), two-thjirds. vote requ1red (PUC
13211) | |

(3) fHow governed

(a) The district shall be governed by a board of five direc-
tors. ' .

>

. s ‘ ’
(b) ' District shall be divided into five wards, drawn by’ boaxd
of supervisors. (PUC 11641 et seq.) .

COMMUNITY SERVICES DISTRICT* ’ o
(1) Formation -7

(aj May be formed by the people of any unlncorporated terri-
tory within one or more counties. (Gov. 61100)

(b) A petition for formation must be signed by at least 10
percent of the registered voters of the proposed distTrict.
(Gov 61103) :

(c) The County Board of Supervisors may termggate'the district
formation proceeding if it finds that the fo tion ‘of the dis-
trict is not in the public interest or npot fe351ble (Gov.

61114) Or it may alter the boundaries of the prdposed district.

(d) The electlon shall be conducted in the manner prov1ded
for general district elections. (Gov. 61124 . J

(e) - If majority of votes is cast in favor of the dlstr1ct
format1on, the district shall be formed by the board of super-
visors. (Gov. 61127) . ‘ .

(f) Zbnes also may be established in a district with the Same
powers as the dlStrlct (Gov 61770)

Ny \-:‘,

: 4
(2) Powers*#* .
c) ) )
* L

Government Code 61000 et seq. .

%x % A .
Government Code 61600, N o

. . ' o . - .
. (I.
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(a) supply water for domestic use, irrigation, sanitation, '
“industrial use, fire protection, and recreation.

(b) séwage, waste, and storm water.
(c) garbage.
(d). fire protection. 4 - - ;S
(e). frecreatign; |
(f) street lighting.
(2) mosquito.;batement.
(h) equipment and maintenance of a police dépgrtment.
(i) - libraries. - -
- '(ly streets (Subject to county approvaljl
(k) others ‘ .
(3) Taxation and Bonds

~(a) Indebtedness paid for by ad valorem tax on real property
* shall not exceed 20 percent of assessed valuation.

(b) . A'majority vote shall be sufficient to authorize the
issuance of revenue bonds and two-thirds vote shall be _
required for general obligation bonds. 4 i , .

(c) Short term borrowing is allowed without holding an elec-
tion umpon two-thirds vote 8f the governing body: Maximum
-peridd of five years and maximum interest rate of 6%. (Gov.
61742 et seq.) ' N o

(4) How governed i
Elected board-of directoré, unless district formation .
petition provides that board of supervisors shall constitute
“board 'of directors. (Goy. 61102.5) ) ' .
, e

COUNTY /SERVICE AREA* ’ S . o

(1) Formation . . - -

£ ' ' . ,
-Government Code 25210 et seq. ' . ~
— . : ‘ ' :;j”«,-g . )

s

p

6n R
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j(a) May be formed in unincorporated areas of counties. . -ﬁ
K L .
*(b)’ May 1nclude incorporated areas ‘if c1ty\leg151at1ve body e
gonsents. (Gov. 25210.10a) : efﬂ N ) , A
_(c) Formation p oceedlngs ma: be ‘com enced by board of super- -

~Visors or voters petltlon.’ : L Ny

Son o .
(d) - County board of- superv1so (1) ‘abandon formation
proteédings, (ii) form dlSt r ‘thout.the consent of the
voters, (111) formyﬂlstrlct sub.ect to consent of the.voters, Y
(iv). decrease area included in the proposed di'strict. (Gov. L

f25210 18) - L . _ Q’ %;4”
_ (e) Fifty percent of voters or owners of 50% Qr more of 1and o

value may- block formatlon. (Gov. 25210 17a) <, g ﬂr jﬁg .

(2) Powers , e ) ‘."k‘ f'“ e .f'rev; LN

r

;(a) Pollce protectlon structurai fIre prdtection local par$ "
recreation or’ parkway facilities, 11brary, telev151on trans-* y rﬂ
'1ator fac111t1es (spec1f1ed c1rcumstances) R N

' g ’ %

) The service area also has the follow1ng powers subjedt.é%“f
consent of board of supervisors or if included in formatlon R
proposal (mlscellaneous extended..services): water service;®

. sewer service, pest’ contrel, street sweeping- and L}ghtlng,.ﬁ FI
_.refuse. collection,..garbage. coiiectlon, ambulance,-‘s0il..con- . Y
servation and\dralnage control,,anlmal control - (Goy.. 25210u4a)

(3) Taxation o ?_ . : V;Tf‘%ch : -J:-.«i‘
(a;j County Board of Superv1sofs mayxlevy\taxes GGo{..2521037)

:_(b) Zones with vary1ng rates may be establlshed ,(va. 25210.8)

}(ﬁ) »Bonds | o | . R N bf P : . y

: *(a) Al}/electors may vote ' (Gov 25211 i;y &- i ;

"(b): Two thlrds vote: requ1red fpr generd ob11gatlon é% ds. C

(Gov. 25211.14),

e . ! ¢

(5) .How governed C 2 | ‘Z/v"‘;: - . f\ ’ )
o -County ‘Board of Supeersors acts as-governing body.

N . P . ’ B * .
N/ R R o - ] .
PN P A . . - R B T,
. “ N . ) . @
:
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349 62nd Street
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€415) 652-9699
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“THE POTENTIAL OF COOPERATIVE

~

7>
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HOUSING By Edwar«l(lrshner\gnd Eve Bach*
Non pgo ,00perat|v_e ownership of houslng
can be't
ic houS|ng problems of low-to-modefate in-
come people Housing<prices can' be lowered
because of\(1) savings inherent in the coopera-
\Ne structure, and (2) savings derived from a
--program built around-a partnersl'np ‘between
-non-profit coomy;atlve housing corp'orat|0ns
and Iocal governrhents—both cities and coun-
ties. . ’ ' *

Such a comprehenslve program formulated by -

the authors, is designed to assist low-to-moder- -

ate income people who are "overwhelmingly
renters.

E to-moderate income populatrOn -SI ’

-

“In most areas the program would have greatest :

appllcablllty “to the rehabilitation of housing

converted from rental to cooperativé owner-
" ship,, It can_also be used with equaIIy favorable

results in new constructlon Lo

' . - -:

.
- &

SAN FRANCISCO BAY REGION S

eginning af a solution to the ch’ron-(

Housing provided by this program v
would rrzinaln perpetually avallable to-the low-, '

o,

h
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Cooperative Ownership '. -
Peobl‘e can own their housing cooperatively by

means of a non-profit cooperatlve corporatién,
whlch would hold one mortgage and retain

equlty for aII fhe |ncluded housing. Coopera- .

tive members would own and control their cor-
poration by purchasnng 'shares—one share per

unit, one vote peqshare o '
v

- Becat}se cooperatrve housing-can- be-100% - fl-

nanced (a prerequisite of the programl the gpr

poratlon does not need to raise s|gn|f|cant capi-

fal from its members. Thus, the cost of a share

months’ payment. Mo'ntbb

N . ) <
.

' ‘.Tax Advantages Yoo B S .
" «By transforming. people who would ‘(Qﬁerwmé

be tenants intasowners, the cooperat makes
them eligible for homeowners" tax advantages.

: Cooperatlve owners can deduct property tax

“and mortgage mterest payments for Californja
~ ané federal |ncome tax purposes. More |mp:}>

* The views expgessed are those of the.authors and not of the Assocnatnon of Bay Area Govemmerag Both Buthors have plannmg and
- research backgrbunds, and are presently consuitants in }he Bay Area on the use of-codperative arrangements to lower housing costs.
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‘can be nominal—little mote than first and last -,

y payments would be:

. set'to cover the members’ share of the common :
_mortgage plus expenses

-~



santly, each cooperatnve mem"; ‘ .eligrble fon-l«

the homeowner s property ta¥~, exemptron on
the first $1,750 assessed vaIue?:ar unit.

'

For low-income elderly, coopqratnve ownership
offers even greater Yx- advantages up to 96%
rebate of property tax. payments or 100% prop-
,erty tax exemptiog,” Elder,‘fy renters in market
housrng are mehglble for{fhrs rellef /

Refmancmg and Real F‘gtate Transfer Costs
Because mortgage "and equity are retained by
the corporation rather than by members- indi-
vidually, no T mé’n ng occurs. ' To transfer
ownership, t member who is movmg out
would sell his or her share back to the opera-’
tive for cost (possibly adjusted for mflatnon*
-The cooperative éorporatron would then resetl
‘the share for th e prlce to a new member. ¢
The 6% real , gstdte fees and other transfer
charges would play no part m th|s transactlon

LY

-Cooperatives as Prerequisite fora

‘ Comprehenslve Program

‘ Bya\actmg as mortgage lender to housrng coop-
eratives, local governments at no cost to them-
selves, can aIIowsaddltlonaI price rqguctlons
From savings (such as pension. funds) or their

[borrowrng -powers (tax exempt bonds, far’in-:
;stance) loans can be issued to the housing co-’

- operatives at befow market rates. The-toans-can-
be structured as index Ioari's payments are ini-
tially very low ‘and increase only with the cost-
of-living or some other price index. , '

N

Further, local government can establish own°er-
ship to the land where the housing cooperatlves
are located, and th,en defer land rent until after

the mortgage on the housing is pard off.
S

The above methods to redqu housing prices do
not contain local subsidies. Yet they allow
housing that at market rents would -requirg,a
minimum annual household income of $14,000 ‘
to be prowded to* households with incomes of
$7,000. Poorer households can.be reached with
Jimited subsidies, such as property tax'exemp-
tion on land. More expensive subsidies,.such as .
rent supplements and rehabilitation grants can
“be applied. Sources for the subsidies mrght be‘
‘special revenug sharing funds, housing aIIow«
~an or the money raised by-a capltal gajns
ta):ﬁn real estate transfer R
| 85

TAX lNCREMENT FINANCING OF
. COOPERATIVE HOUSING
By E. Kirshner and E. Bach* -

The preceding proposal for a pantnership be~ -

tween local government and a non- pr fit coop-
erative housing corporation can be s cessfully
combined with tax increment. financing. As de-
scribed in the Winter, 1973 issue of this news-
Iettér the tax increment district allows for
property taxes on the addrtlonat'v’alue gener-
ated by redeveIopment to be returned to the
redevelopment district for debt;;ervrce op land
wrlte-down public lmprovements and reIocaa
tion h%Uslng

Mo  election is nedded to issue tax- exempt

bof®s in connection with‘a tax increment dis- -

trict. The usual penalty, in the form of in-
creased. property taxes on rehabllltatu;(n is re-
moved .

However,' retaining - the tax increment within
the district may represent a_local subsidy. If’
the housing generates additional local costs,
. these* are paid by’ the rest of the community. .
Often the tax rncrement district doe; not in-,
volve local subsidy. For example, rehabrlltatlon
housing does not entail increased costs for oth-
er, jurrsdlctlons New housing for the elderiy
doesﬁhot mcrease school district costs.

N

" In case$ where tax .increment district financing -
~would ~involve - subsidy; public--policy -deter-- -~
mines whether the rest of the community is

willing to absorb any added cgqsts. 'In any case,
since the tax jncrement district dissolves when
debt service is complete, the redeveIoped prop-

erty is eventually fully reww +to the tax

rolls. . _ Sy S
:' "':t'.

The Case of the Elderly "
Consider a case that rIIustrates the potentraI

benetrts of using the tax |ncrement district in ‘;r_

conjunction with ' the precedlng proposal on-
housing for the elderly poor.” As cooperative
members, they would pay their property taxes '

‘on their rehabilitated housing,-and receive most,
'E it back from the state in rebates. Yet the: *
4xes they paid the district would also come

back to help finance the c00perat|ve

~ Thus, housing; that would requnre a minimum
annual income of over $12,000 at market rents
would be affordable by elderly people with_in-

" comes under $4,000.if they live’in cooperative

housing within the redevelopment district.

B2

Sy

-
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. .. ' . ) Industrial development bonds :
‘ Aprll 1974 ' are bonds that aye issued by or on
: - ‘ ' behalf of a state.or local govern-
. " ment unit and that meet pne or both

- of the following eriteria: (1) the
proceeds of the bonds are to be uscd

” ; ' . in the trade or businegs of ‘a srivate °
‘N en er O i . ' a' company, and (2) the payment of

-.pr1nc1pa1 or .interest on the bonds

JAINE SN

1

As all the CDCs know borrowmg
capltal is .an expens1ve proposition
in today's money- market. Interest

 rates are soaring and the percentage
Qf .the tetal cost of a project that

‘be borrowed from traditional .

sources has been f%lmg Govern-

e b

ment subsidy and g %ntee programs,
' such as’ FHA 236 below-market interest
rate for housing and EDA's public

is either secured by an interest in
Om.ul Il y the property used in the trade or
business ‘of the private company or -
N . -secured by. recejpts from the 'use of
- Ecofipmic - . RSRIELTNRS
..situatien thls mlght meéan.that a 7
m ~ city or cb\nty?bbﬁqm money from .
e v e Opl !eﬂ J\ s - the genera*l 1 Ying ‘public in- = N
E ? styoeipe - n}i\uses tl;/ls mongy..r
1d.jand\ "p 2 f that & -
N ewsletter o e
. Noyld be CDC @ﬁh{:"%onds will
. : ' Ve - 4 D: :51 ered tax-ex E‘G‘"lf the "tl.eal '
. e | . ."‘_"’n 15 pl}Jper‘lY iﬁ’éﬁ ﬂ e _g_ (‘ i
’;.J"l' ,'.'i '_“ .- A e mx‘:s’ -‘L"( ~?l ‘ .r_." . ?’/
ANV S X %( o'3% g;ssued b% L‘
: -._"C“-;.'},-“?v:__-{ E " / k(;\'},y 5 ts are’ tax-"
! : " L oBOE % g‘al development -

f S e ' enfpt unl\ess they
Tax-Exempt Indu%tnal | i B atopories’ cover ._ange;og;_i.?*,,
DevelopmtritBon s ghat) ‘ofi/great, intek s

.. - res 1dent§ a?{_ <
Juni (2) “5P°r£5:
iesh " ( con,veﬁ,ﬁ';orr or trad¢
ifithes .»Q“” rtSa, docts,
X k«h{{ ac1 1e's,: «(5)
111t1e £6}., Zg"
‘R‘fau tiesy O
e 10631 furnlsh—’a
= works grants, have also been re- y: as, '(8') {,\
duced.- Thus, it is important to 'be ; : o £
’ . Co R : ’11€1es 0 f&rm.'shmg
aware' of all potential sources gf/ o “’water (lﬁ the Publlc h!s neasonable

* vcheap' (or at- least 1ess expensive) _ Y =
. money. --One sfirce that.;Has generally o gCCess) %n ”fi:‘.,:;,e--_._‘ - . d
‘been overlooked by gﬂmmumty groups . .’ e e
is tax-exempt mdusthal development ' : 'I'here is also an exempt1on for
bonds. (A tax exemptlon means that . S bonds:‘issued in relatively small -
the interest the investors receive - ,ﬁ amounts.of face value. If the pro-
' on the bonds will not bé subject to ~ ject cém‘%e built for $5 millfon or
federal income taxes.) ” SO less the bond will be tax-éxempt.
’ : . - % . i ) -
o T—— ‘ .‘@
CCED - E
‘ 86 a R




T ff‘"?' N ﬂ’f .79

.

:ﬁowever, there is ‘a complicated way -
‘of determinfng whether the-$5 m11110n
l‘imit 1$ exceeded. All prior isstes.
-of bonds for facilities to be uséd .,
be the CDC or its affiliaths in the™ "
‘same 1ncorporated municipality or
located in the same county (outs1de
“the municipality) must be counted .7
when determining whether the last ;
issiie exceeds $5million. For example,
if four years earlier the CDC had -
used $3 milliQn worth of tax-exempt a
bonds to build.a factory in-a given
city, the same GDC canndt now raise
more than $2 millio means of tax-
exempt bonds for aSsecopd factory in -
‘the same,city. 1 ifkion, if the .
project exceeds $1.m:
requires that all sapital expendi- -
tures made on or-fv nthe CbC facili-
;t1es by anyone witifin, three years
prior to or three ‘years after the
bond issue in question musy be added
in determining whether the $5 million
‘1imit is exceeded. A ase of ex-
ceeding the 1li o
the CDC sought a
-midlion for'anxin
to placed in 2
.devéloped by the to
1locable portion of thg town's
previous investment ex
A second . example woul
which a CDC purchases (a Z‘year-old
plant for $1 miliion built by another
company at a cost of $1.2 million . '
and w1sﬁes to get a bond issue to
‘inake $3.9 million worth -of a&teratlons
Land/addzﬁlons P

Tl e N T

: e Degpite these exa.mples of re-
rst¥fetions thére is 'a substantial

a?eﬁ within which a CDC could make
.use of 1ndustrlalwbonds. ‘The real -

questlon is what ‘benefits: the coc .- N
can expgpt . :
RS ". 4 g . o

.. %hen such a deal is properly
®tructured, the advantages' to the
CDC of _this kind of financing are
“twofold. The cost of borrowing the

,money will be’ less, and 100 percent
f1nanC1ng w111 be ava11ab1e The

°

. ;cost of borrowlng the moncy will be

e lower rate of interest when the in-
-~ terest,will hot be subject to federil

ion, the law R

w111 probably be prohibitive for
ds-§500,000:-
rating of the CD

-.the bondholders are dependent. on the

" need-for' any front-end capltal

" sales costs permlt), it is 1

87
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less becauge'lenders will accept ae

%adrstate income taxes. "In additionm,’

. w“$fere may be additional tax benefits
- “W‘tfor example, local property tux
‘;exemptlons)

Finally_the bonds will
often be sold in a different market
(local or regional) than non-tax-
exempt bonds and such a market may

‘accept a lower 1nteres{ rate.

On the other haﬁd;'the costs of =~ -

' +selling the bonds are usually higher,
.and some municipalities charge a fee

when they are the issuers. (Selling
the bonds may turn oyt to be.a prob-
lem because of the difficulties that,
are often involyed in fiading a’
broker.) Theré may also be addition-
al construction costs as the prpceec »
of such bonds are often seen as pub-
lig funds, and restrictions. such as
publlc bidding construction con-.* 'fﬁ?
tracts'may. be rggulred The costs_¢ﬁf

Sues. of “less than $1 million.

"'Also ‘the n1n1mum~fea51b1e bond &

issue will be shér if the mannér

of selling- the‘ﬁo,‘s reqplres-that

they-be- reglste. me:ith. the Securities.

and Exchange Co ion. - One,point g
to note is that ) Sﬂds will not T
be sold using qiedlt rating of

the issuer but r&ther the credit, el
This is bec#use -~ ; -

.

CDC project, revenues for repayment

and nqt on funds of the issuer. ‘
. . . o

, In somé cases the CDC may be

able to obtain 100 percent ‘financing

of the project with industrial devel- -

opment* bonds and thius eliminate the

For

jssues of $1 million, (or leéss, when e

ssible

to.obtain 100 percent financing for

the cost of. land and all property

subject to deprec1at10n but there

can be no financing of work1ng capl-

Y
7
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. tal. For issues oggl million to 5 . v

.. ‘'million the financihg can cover all '

<+ equity capital expenditires (deprec-
. agble or not), but again none of the

"f],-issue may be used for working capital. A
If the project is for pollution con- ' s

trol, there are sllghtly more 1en1cnt ' . oo o
‘,rules. ' ’ R ["

This article is not written to
-encourage CNCs to think that $5 mil-
lion, for 1nstance,«1s there for the . Y
'aSRIHQ§' The - issuange of bonds pre- - )
sents ubstanfial problems that in .
mapy . cases will keep a CDC from using R ,
this form of financing. . e LT

S Vowé*er; if a CDC makes a deci- , -
"> siof to try industrial development
bonds, it should be careful to get
an agreement with th government
issuer before the pzﬁTect is started.
A public purpose must be shown for
bonds to be tax-exempt; and the pub-> L
lic purpose for industrial development "
“ . bonds is that the issuer is increasing
e employment by inducing the CDC .to
s cdonstruct @-facility that the CDC
) would not ofherw1se build. CDCs.
interested in this kind of f1nahc-
¢ . ing should contact the local govern- . , p
e et ent1tles ~and-agencies that -have e
the power to issue 1ndu§‘gﬁa1 devel- ’
opmerft bonds, a. localyattorney who
speciglizes in bonds, and a: bond un-
 derwritex to .determine the A&grvm,nmal

feas£b111ty of the project. . ‘ m - |
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